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NIAGARA POWER DEVELOPMENT 


WEDNESDAY, JUNE 8, 1955 


House oF REPRESENTATIVES, 
CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The committee met, pursuant to notice, at 10:15 a. m., in room 
1302, New House Office Building, Hon. John A. Blatnik, chairman 
of the Subcommittee on Rivers and Harbors, presiding. 

Mr. Buiatnik. The committee will please come to order. 

This is a public hearing held by the Subcommittee on Rivers and 
Harbors, to which is invited the full membership of the House Com- 
mittee on Public Works. 

The hearings to be held today, Wednesday, through Thursday and 
Friday of this week, are on several bills, all relating to the Niagara 
power development. 

The bills are H. R. 5706, by the Chairman of the committee, Mr. 
Buckley, a Representative from New York, which provides for devel- 
cpment of power with licensee to be designated under provisions of 
Federal Power Act; 

H. R. 5878, by Mr. Davidson of New York, which provides in brief 
for the development of power by the New York State Power Authority. 

Also we have H. R. 420 by Mr. Dondero of Michigan, the ranking 
minority member and former chairman of this committee, who pre- 
sided at hearings on this same subject 2 years ago, almost to the month, 
which provides for the development by private enterprise and without 
recourse to public funds. 

Also H. R. 142, by Mr. Miller of New York, which the Chair under- 
stands is quite similar, if not identical, to the Dondero bill. 

Also we have a bill by Mr. Radwan of New York, H. R. 5377, which 
places emphasis on providing immediate construction of improvement 
works necessary for power purposes, with disposition of power to be 
determined at a later date. 

These are the measures which are to be heard by the subcommittee 
during the coming 3 days. 

The Chair would appreciate having, and the committee I am sure 
would likewise like to have the benefit of some introductory remarks 
by Mr. Dondero, who has been the author of several bills, as well as 
the current H. R. 420, and who presided 2 years ago at the hearings 
when we had the unusual and effective procedure of both the Senate 
Committee and the House Committee on Public Works sitting together 
in holding hearings on the Niagara power development. 

Mr. Dondero, may we have the benefit of your opening comments? 
Mr. Donvero. Thank you, Mr, Chairman. 
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I will be very glad briefly to state the situation, mostly for the bene- 
fit of the new members on this committee who did not have the priv- 
ilege or opportunity of hearing the evidence 2 years ago. 

I think it might be well to state at the very outset that the question 
of additional power at Niagara stems from a new treaty which was 
made with the Dominion of Canada in 1950. That treaty provided 
that both countries, the United States and Canada, would take addi- 
tional water out of the Niagara River for power purposes. 

It further provided that the question as to who should develop the 
power, at least on the American side of the river, should be left to the 
decision of the Congress. 

Two years ago this committee and the House decided that private 
enterprise should do it. Five companies operating in the State of 
New York and furnishing power and light to about 96 percent of the 
population of the State of New York had offered to develop this addi- 
tional power at Niagara without any Federal money whatever, the 
amount being approximately $400 million. 

‘That treaty also provided that if Canada or the United States should 
use the additional water and build the power facilities necessary to use 
the water, that that country should use the water of the other country 
until the other counry was ready to use its own water. 

So today we have a situation where Canada is developing Canadian 
power with American water, because we have not built any facilities 
at Niagara to make us of this additional water grant. 

That in substance is about where we are this morning, with the 
exception of the bill which passed the House 262 to 120. It went to 
the Senate. The matter was discussed by the Senate committee, but 
did not get any further than that, and consequently the bill died. 

Here we are again back just where we were 2 years ago. Congress 
must decide whether private enterprise or public power is to be in- 
stalled at the site, to make use of the additional water. 

I understand one of the bills before this committee provides the de- 
cision should be left to the Federal Power Commission. I want to say 
at the very outset if that is done the Federal Power Commission under 
the law, as I am informed and understand, is bound to render a decision 
turning this additional power over to a public body. Private enter- 
prise will not be considered. 

That is the issue here this morning and the question which the com- 
mittee has to decide. That is, as to whether or not public power will 
be developed at Niagara, or whether it should be done by private enter- 
prise. 

I might say, Mr. Chairman, we all know on this committee—we who 
were members 2 years ago—that private enterprise is already estab- 
lished at Niagara, the one company there, the Niagara Mohawk Power 
Co., having created, built, and established the first great hydroelectric 
powerplant in the world for the development of electric power. 

That is the issue in the bills before the committee, and I do not think 
anything else is pertinent. 

I thank you, Mr. Chairman, for the privilege of making these few 
introductory remarks, so that new padahewn may understand the issue 
before us. 

Mr. Biatrntk. Thank you, Mr. Dondero. 

Without objection, H. R. 5706, introduced by Mr. Buckley, will be 
inserted in the hearings at this point. It is a bill authorizing the con- 
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struction of certain works of improvement in the Niagara River for 
power and other purposes. 
(H. R. 5706 is as follows :) 


[H. R. 5706, 84th Cong., 1st sess. ] 


A BILL To authorize the construction of certain works of improvement in the Niagara 
River for power and other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That pursuant to the provisions of the reser- 
vation of the Senate of the United States in ratifying the treaty between the 
United States of America and Canada concerning uses of the waters of the 
Niagara River, signed Febrwary 27, 1950, that provides that no project for re- 
development of the United States share of such waters for power purposes shall 
be undertaken until it be specifically authorized by Act of Congress, any such 
project for the redevelopment of the United States share of such waters may 
be undertaken if authorized in accordance with existing general laws of the 
United States relating to the authorization of such projects, and such authoriza- 
tion shall constitute compliance with the above reservation. 

Sec. 2. The Federal Power Commission is hereby authorized and directed 
to include in any license issued by it for such project the following provisions: 

(1) In contracting for the disposition of project power, (A) States, counties, 
and municipalities, including their agencies or instrumentalities, cooperative or 
other organizations not organized or administered for profit but primarily for 
the purpose of supplying electric energy to their members as nearly as possible 
at cost, the Department of Defense, and other defense agencies shall be afforded 
an opportunity to purchase as much of the power available as they can use 
economically and practically, and (B) arrangements and contracts for the dis- 
position of project power to private companies organized and administered for 
profit shall be made sufficiently flexible, and suitable provisions shall be con- 
tained in enough of such contracts allowing the withdrawal upon reasonable 
notice and fair terms of enough power from time to time, so that the foregoing 
recipients now or hereafter authorized by law to engage in the distribution of 
electric energy may secure a reasonable share of the project power. 

(2) The licensee is authorized and directed to erect such transmission lines 
as may be necessary to conduct electricity to industrial users located at or near 
the site, and to acquire by contract with the owners thereof, transmission lines 
or the use of transmission lines available or which may be made available, to 
conduct electricity to such point or points at which the electricity is sold by the 
licensee to any person, corporation or association, public or private, engaged 
in the business of distribution and sale of electricity to ultimate consumers, 
or if the licensee is unable so to acquire by contract the ownership or use of 
such transmission lines, to erect transmission lines necessary for such purposes. 

(3) The licensee shall make a reasonable portion of the power output available 
for use within the economic market area in neighboring States and shall cooperate 
with agencies in such States to insure compliance with this requirement. In the 
event of disagreement between the licensee and the power marketing agencies in 
any of the other States within the economic market area, the Federal Power 
Commission may determine and fix the applicable portion of power to be made 
available and the terms applicable thereto: Provided, That if any State shall 
have designated a bargaining agency for the procurement of such power on 
behalf of such State, the licensee shall cooperate and deal only with such agency 
in that State. With respect to the share of the power so allocated, the prefer- 
ences provided in subsection 1 of section 2 hereof shall be applicable in such 
States. 

(4) Project power shall be sold and distributed primarily for the benefit of 
the people as consumers, and particularly for the benefit of domestic and rural 
consumers, to whom it shall be made abailable at the lowest rates reasonably 
possible and in such manner as to encourage the widest use. 

(5) In the event project power is sold to any purchaser for resale, contracts 
made by the licensee with such purchaser shall include adequate provisions for 
establishing resale rates which shall pass on to the consumer a fair and proper 
share of the savings in costs of generation and transmission. 

(6) As part of the cost of the project, the licensee at its expense shall pay 
to the United States the United States share of the cost of the construction of the 
remedial works undertaken in accordance with article II of such treaty and in 
cooperation with the appropriate agency of the State of New York which is 
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concerned with the development of parks in such State shall construct a scenic 
drive and park on the American side of the Niagara River near the Niagara 
Falls pursuant to a plan, the general outlines of which shall be approved by the 
Commission and the cost of which shall be included in the licensee’s net invest- 
ment in the project. 


Sec. 3. This Act may be cited as the “Niagara Redevelopment Act of 1955”. 


Mr. Buatniz. Mr. Dondero. 

Mr. Donvrro. I have one other suggestion to make, if I may, and 
that is this: The treaty with Canada is a very short one and I suggest 
it ought to be made a part of the record of the hearings this morning. 

Mr. Biatnrx. Without objection, the treaty will also be made a 
part of the record, and we will also include the reports of the various 
governmental agencies, most of whom shall be represented by wit- 
nesses here. 

(The treaty of 1950 is as follows:) 


[Treaties and Other International Acts Series 2130] 
USES OF THE WATERS OF THE NIAGARA RIVER 
Convention between the United States of America and Canada 


Signed at Washington February 27, 1950 


Ratification advised by the Senate of the United States of America August 9, 1950, 
subject to a reservation 


Ratified by the President of the United States of America August 24, 1950, subject 
to said reservation 


Ratified by Canada October 5, 1950 
Ratifications exchanged at Ottawa October 10, 1950 


Proclaimed by the President of the United States of America October 30, 1950, 
subject to said reservation 


Entered into force October 10, 1950 
Department of State Publication 4028 [Literal print] 
By the President of the United States of America 
A PROCLAMATION 


WHEREAS a treaty between the United States of America and Canada concern- 
ing uses of the waters of the Niagara River was signed at Washington on 
February 27, 1950 by their respective plenipotentiaries, the original of which 
treaty is word for word as follows: 

The United States of America and Canada, recognizing their primary obli- 
gation to preserve and enhance the scenic beauty of the Niagara Falls and 
River and, consistent with that obligation, their common interest in providing 
for the most beneficial use of the waters of that River, 

Considering that the quantity of water which may be diverted from the 
Niagara River for power purposes is at present fixed by Article V of the treaty 
with respect to the boundary waters between the United States of America and 
Canada, signed at Washington January 11, 1909, between the United States of 
America and Great Britain, [‘] and by notes exchanged between the Govern- 
ment of the United States of America and the Government of Canada in 1940, [7] 


1942, [*] and 1948 [*] authorizing for emergency purposes temporary additional 
diversions, 

Recognizing that the supply of low-cost power in northeastern United States 
and southeastern Canada is now insufficient to meet existing and potential re- 
quirements and considering that the water resources of the Niagara River may 
be more fully and efficiently used than is now permitted by international 
agreement, 


1Treaty Series 548 ; 36 Stat., Pt. 2, p. 2448. 


2 Executive Agreement Series 187 ; 54 Stat., Pt. 2, p. 2426. 
® Executive Agreement Series 209 ; 55 Stat., Pt. 2, p. 1276. 
* Department of State Bulletin, Jan. 16, 1949, p. 85. 
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Desiring to avoid a continuing waste of a great natural resource and to make 
it possible for the United States of America and Canada to develop, for the 
benefit of their respective peoples, equal shares of the waters of the Niagara 
River available for power purposes, and, 

Realizing that any redevelopment of the Niagara River for power in the 
United States of America and Canada is not advisable until the total diversion 
of water which may be made available four power purposes is authorized per- 
manently and any restrictions on the use thereof are agreed upon, 

Having resolved to conclude a treaty in furtherance of these ends and for 
that purpose have appointed as their plenipotentiaries : 

The United States of America : 

Dean Acheson, Secretary of State of the United States of America, and 

Canada: 

H. H. Wrong, Ambassador Extraordinary and Plenipotentiary of Canada to 
the United States of America, 


Who, after having communicated to one another their full powers, found in 
good and due form, have agreed upon the following articles: 


Article I 


This Treaty shall terminate the third, fourth, and fifth paragraphs of Article 
V of the treaty between the United States of America and Great Britain relat- 
ing to boundary waters and questions arising between the United States of 
America and Canada dated January 11, 1909, and the provisions embodied in 
the notes exchanged between the Government of the United States of America 
and the Government of Canada at Washington on May 20, 1941, October 27, 1941, 
November 27, 1941, and December 23, 1948 regarding temporary diversions of 
water of the Niagara River for power purposes. 


Article II 


The United States of America and Canada agree to complete in accordance 
with the objectives envisaged in the final report submitted to the United States of 
America and Canada on December 11, 1929, by the Special International Niagara 
Board,[*] the remedial works which are necessary to enhance the beauty of the 
Falls by distributing the waters so as to produce an unbroken crestline on the 
Falls. The United States of America and Canada shall request the International 
Joint Commission to make recommendations as to the nature and design of 
such remedial works and the allocation of the task of construction as between 
the United States of America and Canada. Upon approval by the United States 
of America and Canada of such recommendations the construction shall be 
undertaken pursuant thereto under the supervision of the International Joint 
Commission and shall be completed within four years after the date upon which 
the United States of America and Canada shall have approved the said recom- 
mendations. The total cost of the works shall be divided equally between the 
United States of America and Canada. 


Article III 


The amount of water which shall be available for the purposes included in 
Articles IV and V of this Treaty shall be the total outflow from Lake Erie to 
the Welland Canal and the Niagara River (including the Black Rock Canal) 
less the amount of water used and necessary for domestic and sanitary purposes 
and for the service of canals for the purposes of navigation. Waters which are 
being diverted into the natural drainage of the Great Lakes System through 
the existing Long Lac-Ogoki works shall continue to be governed by the notes 
exchanged between the Government of the United States of America and the 
Government of Canada at Washington on October 14 and 31 and November 7, 
1940, and shall not be included in the waters allocated under the provisions of 
this Treaty. 

Article IV 


In order to reserve sufficient amounts of water in the Niagara River for scenic 
purposes, no diversions of the water specified in Article III of this Treaty shall 
be made for power purposes which will reduce the flow over Niagara Falls to less 


1 Senate Doc. No. 128, 7ist Cong., 2d Sess. 
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than one hundred thousand cubic feet per second each day between the hours of 
eight a. m., E. 8. T., and ten p. m., E. 8. T., during the period of each year begin- 
ning April 1 and ending September 15, both dates inclusive, or to less than one 
hundred thousand cubic feet per second each day between the hours of eight a. m., 
E. 8. T., and eight p. m., E. 8. T., during the period of each year beginning Septem- 
ber 16 and ending October 31, both dates inclusive, or to less than fifty thousand 
cubic feet per second at any other time; the minimum rate of fifty thousand cubic 
feet per second to be increased when additional water is required for flushing ice 
above the Falls or through the rapids below the Falls. No diversion of the 
amounts of water, specified in this Article to flow over the Falls, shall be made 
for power purposes between the Falls and Lake Ontario. 


Article V 


All water specified in Article III of this Treaty in excess of water reserved for 
scenic purposes in Article IV may be diverted for power purposes. 


Article VI 


The waters made available for power purposes by the provisions of this Treaty 
shall be divided equally between the United States of America and Canada. 


Article VII 


The United States of America and Canada shall each designate a representative 
who, acting jointly, shall ascertain and determine the amounts of water available 
for the purposes of this Treaty, and shall record the same, and shall also record 
the amounts of water used for power diversions. 


Article VIII 


Until such time as there are facilities in the territory of one party to use its 
full share of the diversions of water for power purposes agreed upon in this 
Treaty, the other party may use the portion of that share for the use of which 
facilities are not available. 

Article IX 


Neither party shall be responsible for physical injury or damage to persons or 
property in the territory of the other which may be caused by any act authorized 
or provided for by this Treaty. 


Article X 


This Treaty shall be ratified and the instruments of ratification thereof ex- 
changed at Ottawa. The Treaty shall come into force upon the date of the ex- 
change of ratifications [*] and continue in force for a period of fifty years and 
thereafter until one year from the day on which either party shall give notice 
to the other party of its intention of terminating the Treaty. 

In witness whereof, the undersigned plenipotentiaries have signed this Treaty. 

Done in duplicate at Washington this twenty-seventh day of February, 1950. 


FOR THE UNITED STATES OF AMERICA: 
DEAN ACHESON 

FOR CANADA: 
H. H. Wrone 


Wuereas the Senate of the United States of America by their resolution of 
August 9, 1950, two-thirds of the Senators present concurring therein, did advise 
and consent to the ratification of the said treaty with the following reservation : 


“The United States on its part expressly reserves the right to provide by 
Act of Congress for redevelopment, for the public use and benefit, of the 
United States’ share of the waters of the Niagara River made available by the 
provisions of the Treaty, and no project for redevelopment of the United States’ 
share of such waters shall be undertaken until it be specifically authorized by 
Act of Congress.” ; 





1 Oct. 10, 1950. 
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WHEREAS the text of the aforesaid reservation was communicated by the Gov- 
ernment of the United States of America to the Government of Canada and 
thereafter the Government of Canada gave notice of its acceptance of the afore- 
said reservation ; 

Wuereas the said treaty was ratified by the President of the United States 
of America on August 24, 1950, in pursuance of the aforesaid advice and consent 
of the Senate and subject to the aforesaid reservation, and was duly ratified 
also on the part of Canada on October 5, 1950; 

WHEREAS the respective instruments of ratification of the said treaty were 
duly exchanged at Ottawa on October 10, 1950, and a protocol of exchange of 
instruments of ratification was signed on that date by the respective plenipoten- 
tiaries of the United States of America and Canada recording the acceptance 
by the Government of Canada of the aforesaid reservation; 

AND WHEREAS it is provided in Article X of the said treaty that the treaty shall 
come into force on the date of the exchange of ratifications ; 

Now, THEREFORE, be it known that 1, Harry 8S. Truman, President of the United 
States of America, do hereby proclaim and make public the said treaty be tw een 
the United States of America and Canada concerning uses of the waters of the 
Niagara River, to the end that the same and every article and clause thereof, 
subject to the reservation hereinbefore recited, may be observed and fulfilled 
with good faith by the United States of America and by the citizens of the United 
States of America and all other persons subject to the jurisdiction thereof. 

IN TESTIMONY WHEREOF, I have hereunto set my hand and caused the Seal of 
the United States of America to be affixed. 

Done at the city of Washington this thirtieth day of October in the year of 

our Lord one thousand nine hundred fifty and of the Independence 

[sEAL] of the United States of America the one hundred seventy-fifth. 

HARRY S TRUMAN 
By the President : 
DEAN ACHESON 
Secretary of State 


Mr. Buatnrx. Our first witness this morning will be Col. William 
Whipple of the Corps of Engineers, Department of the Army, who 
will describe the physical and engineering layout of the proposals for 
the development of the Niagara power. 


May we suspend for just one moment? The Chair would like to 
know if there are any Members of the House who are either authors of 
bills or interested Members who would like to be heard today. 

The Chair understands they have been notified and several have 
indicated an interest in being heard today. The understanding is they 
will be heard after the introduction of the Government witnesses, who 
will present their reports. 

At this point in the record we will insert the report of the Depart- 
ment of the Army. 


(The report of the Department of the Army is as follows:) 


JUNE 6, 1955. 
Hon. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives. 


DEAR Mr. CHAIRMAN: Reference is made to your request for the views of the 
Department of the Army with respect to H. R. 420, 84th Congress, a bill to pre- 
serve the scenic beauty of the Niagara Falls and River, to authorize the con- 
struction of certain works of improvement on that river for power purposes, and 
to further the interests of national security by authorizing the prompt develop- 
ment of such works of improvement for power purposes. 

The Department of the Army has considered the above-mentioned bill. The bill 
declares that Congress finds that the United States is obligated: to preserve and 
enhance the scenic beauty of the Niagara Falls and River and that it is necessary 
in the furtherance of the national security that the share of the waters of the 
Niagara River available for power purposes under the treaty between the United 
States and Canada signed February 27, 1950, be utilized promptly. The bill 
declares the policy of the Congress to be to assure the development of low-cost 
electric power under the private-enterprise system. It authorizes the Federal 
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Power Commission to issue to citizens, an association of citizens or to a corpora- 
tion a license for the purpose of prosecuting works of improvement for redevelop- 
ment of the Niagara River in substantial accordance with the project plans out- 
lined in the report of the Bureau of Power of the Federal Power Commission 
dated September 28, 1949, subject to such modifications as the Commission may 
deem advisable. The bill provides further that the United States or the State of 
New York may after March 2, 1971, take over and operate the project upon pay- 
ment to the licensee of its net investment. The bill provides also that the licensee 
shall pay to the United States the United States share of the cost of construction 
of the remedial works to be undertaken in accordance with article II of the treaty 
above referred to whenever such remedial works are constructed by the United 
States. 

On August 9, 1950, the Senate ratified the aforesaid treaty of February 27, 
1950, with the following reservation : 

“The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States’ share of the waters of the Niagara River made available by the provisions 
of the treaty, and no project for redevelopment of the United States’ share of 
such waters shall be undertaken until it be specifically authorized by act of 
Congress.” 

The treaty makes additional water available for generations at the falls by 
both countries. That additional water, combined with the potential head in 
excess of 300 feet, constitutes a tremendous additional power resource. Canada, 
through the Hydro Electroc Power Commission of Ontario, already has construc- 
tion in an advanced stage of new facilities to develop Canada’s share of the 
increased power. Under article VIII of the treaty Canada may use our added 
share of the diversion water for power purposes until such time as we provide 
facilities to utilize that flow. Accordingly, the Department favors the early 
accomplishment of a project to develop the United States’ share of the power 
diversion. 

Among other things, the 1950 treaty expresses the primary obligation of the 
two Governments to preserve and enhance the scenic beauty of the Niagara Falls 
and River; indicates the minimum flows that must be passed over the falls; 
and provides for the International Joint Commission to submit for approval 
of the two Governments recommendations as to the nature and design of remedial 
works deemed necessary to produce an unbroken crestline on the falls. The 
remedial works to preserve and enhance the scenic beauty of the Niagara Falls 
and River are now being constructed by the United States and Canada under the 
supervision of the International Joint Commission. 

By resolution adopted June 5, 1951, the Senate Public Works Committee called 
upon the Corps of Engineers to review previous Niagara River reports with a 
view to determining the most feasible general plans for utilization of the waters 
apportioned to the United States for power development at this locality, con- 
sistent with the provisions of the 1950 treaty, and the effect of such developments 
upon the Federal navigation projects in that area. The report of the district 
and division engineers has been submitted to the Chief of Engineers and is now 
before the Board of Engineers for Rivers and Harbors. 

In response to resolutions of the House Public Works Committee adopted 
March 26, 1952, and June 26, 1952, the Corps of Engineers is making a coordi- 
nated study of the Great Lakes water levels with a view to determining the 
advisability of local flood protection measures and the feasibility of a plan of 
regulation of the levels of the Great Lakes that will best serve all interests, 
including the reduction of damage to shore properties, the use of the Great 
Lakes for navigation, and the use of the storage and outflows from the Great 
Lakes for power development. 

The power potential at Niagara Falls is very great, and it is important to 
the public interest that the power development fully utilize this potential. The 
initial development must therefore include adequate provisions for later en- 
largement, particularly to take account of possible future regulation of Lake 
Erie and the upper Great Lakes. The studies now in progress by the Corps of 
Engineers and further investigations by the Federal Power Commission and 
the Corps of Engineers will determine more exactly how the power development 
should be made. 

The Department of the Army does not object to non-Federal power develop- 
ment at Niagara Falls provided that it is accomplished in accordance with the 
best plan for the use of the power potential and that the scenic beauty of 
Niagara Falls is properly protected. The protection of the scenic beauty is 
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provided for in the 1950 treaty and in the bill H. R. 420. To assure the best 
development for power it is recommended that section 2 of the bill, providing 
for power development in accordance with plans contained in the 1949 report 
of the Bureau of Power of the Federal Power Commission, be amended to 
include subsequent plans that heretofore have been and hereafter may be made 
by the Corps of Engineers and Federal Power Commission. 

The Bureau of the Budget advised that there would be no objection to the 
submission of a similar report on S. 6, a similar bill. 

Sincerely yours, 


Rosert T. STEVENS, 
Secretary of the Army. 
Mr. Buarnrgx. Colonel Whipple, you may proceed. 


STATEMENT OF COL. WILLIAM WHIPPLE, CORPS OF ENGINEERS, 
DEPARTMENT OF THE ARMY 


Colonel Wuirrete. The Corps of Engineers has been studying the 
Niagara power development under a Senate Public Works Commit- 
tee resolution dated June 5, 1951, which charged us to report with a 
view to determining the most feasible general plans for the utilization 
of the waters under the treaty. We have completed a report under that 
authorization which is not yet before the committee, but it has been 
recently approved by the Chief of Engineers and sent to the Governors 
of the affected States for comment. 

That report outlines the general features of the development which 
are most suitable from an engineering and economic point of view in 
our opinion, considering the entire interests of the region that could 
be served with power. 

We have also officially submitted comments on 1 of the bills, and 
I would like to read with your permission the 2 paragraphs concerned, 
because they summarize the comments of the Department of the Army 
which have been officially transmitted on this matter. 

Mr. Biatnix. You may proceed. 

Colonel Wutrrte. Yes, sir. 

The power potential at Niagara Falls is very great and it is important to the 
public interest that the power development fully utilize this potential. The 
initial development must therefore include adequate provisions for later enlarge- 
ment, particularly to take account of possible future regulation of Lake Erie and 
the upper Great Lakes. The studies now in progress by the Corps of Engineers 


and further investigations bv the Federal Power Commission and the Corps of 
Engineers will determine more exactly how the power development should be 
made. 

The Department of the Army does not object to non-Federal power develop- 
ment at Niagara Falls provided that it is accomplished in accordance with the 
best plan for the use of the power potential and that the scenic beauty of 
Niagara Falls is properly protected. The protection of the scenic beauty is 
provided for in the 1950 treaty and in the bill H. R. 420. To assure the best 
development for power it is recommended that section 2 of the bill, providing 
for power development in accordance with the plans contained in the 1949 report 
of the Bureau of Power of the Federal Power Commission, be amended to in- 
clude subsequent plans that heretofore have been and hereafter may be made 
by the Corps of Engineers and Federal Power Commission. 


I will refer to this map which has been prepared to show the general 
works which are in question, both the existing structures and those 
that are potentially available. 

The Niagara River flows from Lake Erie to Ontario, approximate- 
ly 36 miles. Past Niagara Falls it goes in a northerly direction. At 
the falls themselves, which are shown in the lower lefthand picture, 
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approximately 160 feet of head exists with rapids above and below, 
where a total potential of approximately 300 feet can be developed, 
most of which exists in the central 8-mile section. 

The treaty of 1950 called for certain remedial works which have a 
bearing on this development. Those remedial works are the control 
structure and excavation on the Canadian and United States sides of 
the Horseshoe Fall. That work, at a total cost of $17 million, is near- 
ing completion. 

The purposes of the work are to allow the utilization of this water 
without harming the scenic beauty of the falls, and to improve the 
navigation conditions above the dam, by allowing important naviga- 
tion to Niagara Falls and between there and Buffalo to be continued 
satisfactorily, without this power saaneeneaae interfering with the 
navigable depths. 

The general concept that has been recommended in this report of 
the Corps of Engineers now being processed i is similar to that which 
was recommended by the Federal Power Commission in their report of 
1949, but certain details are different. 

As to the existing plants of the Niagara River, I will point out the 
principal ones. There are the Adams and the Schoellkopf plants, and 
the Canadian developments, which are not all shown, but the largest 
one is the Sir Adam Beck plant No. 2 now under construction on the 
Canadian side of the river, which will have a total installed capacity 
of 1,200,000 kilowatts. That plant has a pump-storage development, 
an unusual type of power development, which we are recommending 
for the American side of the river as well. 

There is no doubt that as soon as this Sir Adam Beck plant No. 2 
is constructed, during times of low flow, particularly, the Canadians 
will be able to use a great deal of the w ater reserved under the treaty 
for the United States. These existing plants do not fully utilize the 
available head of the river because, as you can see, these two smaller 
plants cut across only a portion of the falls. They do not take ad- 
vantage of the full drop of head throughout the area. 

For example, the Adams plant develops 9.1 kilowatts per cubic foot 
per second of flow. The Schoellkopf plant develops 15.6, but the new 
proposed plants will develop 22.6 kilowatts by means of a ‘much longer 
diversion, which will take advantage of practically all of the available 
head of the river. So that in addition to taking advantage of the full 
available flows of water in the river, it is desirable that the longer 
liead race allow the full head to be developed to get the maximum 
amount of power. 

In order to consider how this power should be used, the Federal 
Power Commission has made power-market surveys, which were used 
in the preparation of the plan and influence naturally the type of plan 
which is developed and considered feasible. 

The total area of the power market which is considered to be reason- 
ably accessible to this site includes western and central New York, 
northwest Pennsylvania and northeastern Ohio. There was a total 
population in 1950 of 6,389,000 people in this area, which grew from 
514 million in 1930. This is not the limit of the area to which this 
power could be shipped. Proposals have been made for moving this 
power to more distant areas, as in southern New York State, but from 
a practical point of view and the greatest economy, disregarding prob- 
lems of ownership and interconnection, it seems that this is the closest 
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area, and certainly within this area this power could be moved within 
the economic limits of transmission lines as we now know them. 

There are a number of private power companies and some municipal 
systems which I will not enumerate. They have a total installed 
‘apacity of 6 million kilowatts at the present time. The Federal 
Power Commission’s estimate is that by 1975 a total peak capacity of 
over 15 million kilowatts will be required in this area, and a total 
amount of 88 billion kilowatt-hours annually of energy. 

These figures are basic to the type of development which should be 
provided to utilize this water in the most economical way. The pvro- 
vision to be made for these enormous future requirements cannot, of 
course, be taken care of entirely at Niagara. We assume that -he 
basic development in this area will be steam, and that the Niagara 
power will be utilized with steam of more or less continuous load 
factor, relatively high, initially about 80 percent, and that the avail- 
able power from Niagara with its relatively high head and very cheap 
installed capacity will be used to provide peaking power with this 
base steam load. 

This gives a combined system which is most economical and governs 
the installed capacity which is desirable for this system. The avail- 
able flows in the Niagara River are governed by three main factors: 
The natural flows of the river, which are quite stable for any river, 
the possibilities of future regulation, and the treaty requirements. 

The treaty requirements are the 100,000 cubic feet per second which 
would be allowed to flow over the falls generally during the daylight 
hours when the tourist season is open, and 50,000 cubic feet at other 
times; that is, during the winter and at night during the tourist 
season. 

This excess water is available one-half to the United States and the 
other half to Canada, with the exception of certain water diverted 
into Lake Superior under a special agreement not covered by the 1950 
treaty, in the amount of about 5,000 second-feet. The average annual 
flow available for power between the two countries is 135,000 second- 
feet on the average, and about 20,000 second-feet of the United States 
share is reserved for the Niagara Mohawk Power Co. under existing 
Federal Power Commission license until the year 1971. This leaves 
an authorized diversion, which could be utilized by new works, of an 
average amount of about 47,500 cubic feet a second, and a minimum 
amount of as low as 2,600 cubic feet a second. So that we have very 
irregular amounts of water—a very large total amount of water, but 
a very irregular flow—which is available for this power development. 

The engineering problem here is to use this available flow which 
occurs largely at night and which fluctuates as much as 20 times 
between the average and the minimum, in such a way as to meet 
power loads in a firm, reliable manner. 

The general concept on which the agencies have all been working 
now since the 1949 Federal Power Commission report, is a provision 
for a high-head plant in the vicinity of Lewiston across the river 
from the Sir Adam Beck plant. This high-head plant is to be con- 
nected by a head race—either a tunnel, a canal or a conduit—with an 
intake gatehouse, and a pump storage plant to be provided here in this 
area back of Lewiston. 


64392—55———_ 
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Mr. Donvero. May I make a suggestion to the colonel ? 

Colonel Wurrp.e. Yes, sir. 

Mr. Donvrero. Why do you not tell us why that reservoir is neces- 
sary ¢ 

Colonel Wurrpte. I will get to that point right away, Mr. Dondero. 

The reservoir is necessary because of the characteristics of the ir- 
regular availability of this power at different times of the day. 

If you will refer to this chart, the center of the chart represents the 
24-hour cycle of a day of peak-power demand but minimum daily flow, 
in one of lowest flow months of the year, October. You will see that 
during the early hours after midnight, between midnight and 8 
o’clock in the morning, there is an average of over 600,000 kilowatts 
of power that could be developed. However, there is very little need 
for additional power at that time and the steam plants which will be 
available in the system will be able fully to supply the need. So that 
this power could not be most profitably used if generated at the time 
that the flow could be taken from the river. 

During the daylight hours of this October day, between 8 a. m. and 
8 p. m., there would be less than 100,000 kilowatts of power available, 
which is an insignificant quantity in terms of the demand here. That 
is the time when the peak demands which could be met by this project 
occurs as represented by this dotted line rising to peaks of about 
1,300,000 kilowatts. 

In order to utilize this irregularity of power between the nighttime 
and the daytime to meet these daytime peaks, the water is pumped up 
into the reservoir and it is actually pumped partly by means of steam 

ower. 

: Removing this overlay, you can see the blue areas on the chart 
which indicate the purchase of surplus steam energy during the night 
hours. This is during the lowest flow day of October with a peak load 
day. There will be surplus steam energy purchased during the night 
hours, and all of the water which can be diverted—the large amount 
of water flowing during the night—will at that time not be put through 
the generating plants at all, but instead come down the tunnel and 
be pumped up into the reservoir, with purchased surplus steam power. 
Then this water will be released during the daytime power peaks. 

The small amount of power from direct river flows which is avail- 
able during the day is represented by this red block. That amount 
of power is relased directly through the generating plants, but the 
very much larger green area meeting these peaks up to 1,300,000 
kilowatts is obtained by releases of up to 45,000 cubic feet per second 
from the pump storage reservoir down through the reversible pump 
generating units, and further down through the high-head generating 
plant into the river. By this means, with the actual purchase of sur- 
plus power at night, this water being pumped up into the reservoir, 
then the release of that amount of water during the day will generate 
314 times as much power on peak as the purchased power that was 
required to pump it up into this reservoir. 

This 3.3 times, of course, occurs by reason of the fact that it is 
dropping through the high-head generating plant, as well as recover- 
ing most of the energy which was required to pump it up there in 
the first place. 

Mr. Wrrurow. How large is that reser voir ? 
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Colonel Wutrrte. The reservoir is shown in blue. It has an area 
of about 1,100 acres, with a capacity of 30,000 acre-feet. It obtains 
the water which will come down through the tunnels and through the 
additional tunnel and be pumped up into the reservoir by reversible 
pump turbine units adjacent to the reservoir on the riverside. 

Mr. Donpero. May IL ask the colonel one question ? 

Mr. Biatnirk. The gentleman from Michigan. 

Mr. Donpvero. Up to this present moment you have eliminated one 
other real reason why that reservoir is to be constructed, and it is the 
one thing that the American public is greatly interested in. 

Will this project in any way diminish the beauty of the falls? 

Colonel Wurrrte. No, sir, it will not. 

Mr. Donpero. And is it not a fact that you are storing the water at 
night so that during the day you do not take the water out of the river, 
which would diminish the beauty of the falls? Is that not a factor 
in addition to the power factor ? 

Colonel Wutrrte. That is exactly right. During the daytime only 
relatively small amounts are taken from the falls. With the remedial 
works I have described already, the remaining water will fully pre- 
serve the beauty of the falls as they are today, the water being utilized 
and taken at night, and only a minimum flow will be maintained at 
that time. 


Mr. Donpero. You have mentioned steam plants 2 or 3 times, 
Colonel. Is it necessary to generate power by steam for other pur- 
poses than simply to get the water into the reservoir ? 

Colonel Wuire.e. We do not envisage these steam plants as any part 
of this project. We know that the main base load in this area in the 
years to come will be taken mainly either by steam or possibly nuclear 
energy, that is, by thermal plants. This occurs because after this 
project there are no other large economic hydroelectric potentials in 
this area. The characteristics of these steam or nuclear plants are 
that they generate power most efficiently at a high-load factor, operat- 
ing at 80 to 85 percent of the time; whereas the system load calls for 
the average load to be no more than about 70 percent of the peak. So 
that these nuclear or steam plants will have available during the night 
hours, as they do in other systems in the United States, surplus power, 
which can and necessarily will be available for the purposes of this 
pumping. 

The situation I gave you is only for the day in October with the 
least flow in the 94 years of record. During the lowest flow day in 
December in the same 94-year period the situation would be such that 
the pumping could be accomplished entirely with water available from 
releases through the generating plants, so that even in the driest years 
of record there would be no purchase of surplus steam required in 
December of any year, all of the pumping being done by release of 
water through the main generating plants even at night. 

The December peak for the year 1975, which would be met by this 
project, would be approximately 1,800,000 kilowatts. But at that time 
there is more water flowing in the river, and the flow can be reduced 
to about 50,000 cubic feet per second at all times of the day, and the 
remaining flows available for this plant would be fully sufficient to 
meet that peak. 

The computed dependable capacity of the new installation will be 
about 1,700,000 kilowatts. In other words, with this arrangement of 
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pump storage and the main generating plant there will be 1,700,000 
kilowatts of load which would otherwise be required to be taken by 
steam, which can be taken by this hydroelectric power development. 

Of the other features of the plan, one in particular has been very 
controversial. I will mention it only briefly. I can give the committee 
more information, but it is a factor which I think is important enoug)i 
to warrant your attention. 

As shown on this plan, there are alternative plans of tunnels or canals 
to reach from the intake gatehouse approximately 5 miles to the power- 
house at Lewiston. Those are alternative plans. There isa difference 
of $55 million in cost in favor of the open canal. There is a third 
alternative which I will mention at this point, which we have not ex- 
plored to quite the same extent. That is covered conduits which, in 
substance, are lined canals, but with a concrete roof which would be 
covered with earth, so that it would not disturb the surface. 

The plan as originally outlined by the district engineer showed these 
two alternatives of the canal and the tunnel and gave rather favorable 
consideration to the canal because the saving of $55 million is a very 
great amount of money. However, it was immediately apparent that 
the people in the vicinity would object very strenuously to that. We 
know, for example, that the Niagara Mohawk Power Co., which has 
been interested in this development for years, anticipated spending 
their own money in order to build a tunnel rather than a canal in order 
to avoid the repercussions and disadvantages of building this large 

canal through the city of Niagara Falls. 

After public hearings 

Mr. McGrecor. Will the colonel yield ? 

Colonel Wuirrte. Yes, sir. 

Mr. McGrecor. I wonder if you could state what the disadvantages 
are relative to the open canal? Are they safety hazards ? 

Colonel Wurerte. The difficulties are really in two categories. There 
is national and civil defense emergency difficulty in the event of war 
and the bombing of this area, by reason of having the open canal which 
is cutting the city. Possibilities of interruption of the use of the canal 
itself and possibilities of interfering with the evacuation of the area 
and civil defense plans exist. 

The other, and I believe probably the more serious objection, is the 
effect in limiting industrial expansion and the use of the rather re- 
stricted area within which Niagara Falls can grow. As you see, it is 
substantially surrounded by the river, and there is a tendency toward 
industrial and municipal growth throughout this entire area. This 
large, deep canal would interfere with streets that are being built 
through there, and with railroad connections, and with industrial ex- 
pansion in the entire area. 

Mr. Fatton. Will the gentleman yield for one question ? 

Mr. McGreeor. Yes, certainly. 

Mr. Fauion. Colonel, is there anything that could be done with 
legislation that would designate by law which route would be taken, 
or whether it would be a tunnel or an open canal 

Colonel Wutrete. We believe, sir, and we have recommended that 
the committee, in authorizing this dev elopment, should authorize it in 
accordance with certain general plans. The plan advanced and rec- 
ommended by the Chief of Engineers is for the tunnel development. 
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We believe that the possibilities of delay and the other intangible 
advantages in a development of this magnitude are sufficient to war- 

rant the expenditure even of this great additional sum of $55 million. 

We recommend that the committee in authorizing this, authorize 
it with that understanding and proviso. 

Mr. Biatnrk. What is the preference of the people in the city? 

Colonel Wurrr.ez. It is very, very strongly in favor of the tunnels. 
They object strenuously to the canal—all of the organizations and 
representatives of the people. In the public hearings we have con- 
ducted there have been very, very strong representations made, more 
on this feature than any other feature of the plan, in favor of the 
tunnels and against the open cut. 

Mr. McGrecor. I have just one more question. I wonder if you 
can tell us approximately the width and the depth of the canal that 
you have described ? 

Colonel Wurrrte. It is 125 feet in width and 70 feet water depth. 
Of course, in areas the top width and the maximum depth would 
actually be greater than that, where the ground is higher. 

Mr. Brecker. Your recommendation, Colonel, was not injected in 
the legislation 2 years ago in the Dondero bill, was it ? 

Colonel Wurrrte. No, sir. This is our present recommendation. 

Mr. Becker. In other words, 2 years ago, when we passed the Don- 
dero bill in the House, the question of whether the tunnel or canal 
were to be used was left undetermined at that time? 

Colonel Wurtrptr. It was, because at that time we had not com- 
pleted engineering plans and did not have what we considered an ade- 
quate basis to recommend the plan at that time. 

Mr. Brecker. If the canal were used and were covered over as a 
closed conduit, would that satisfy the people ? 

Colonel Wurrete. We are not quite sure whether it would or not, 
sir. It would satisfy unquestionably some of the objections. 

On the other hand, we believe that the engineering of that closed 
conduit has not been fully worked out. There are certain engineering 
and geologic considerations in there which make that type of construe- 
tion expensive and disadvantageous. The geology of that area is such 
that there is a tendency for the rock to swell and move slightly when 
yressure is released, and the arches of the conduit would be affected 
ey this movement. 

Moreover, there are possibilities of surges in a canal of this length, 
which is 5 miles long, due to fluctuations at the lower end, and very 
heavy pressure changes can be caused which would have a tendency 
to disturb and move the upper portion of this cover, unless it were 
very strongly constructed. Then the cost would be about as much as 
tunnels. 

The fully submerged tunnels are much more solid, much less vul- 
nerable to damage, and a particularly rigid and strong type of con- 
struction. We believe that is the best construction. 

Mr. Buatnirx. The gentleman from Florida? 

Mr. Rogers. What would be the size of the tunnel ? 

Colonel Wutprrpte. The 2 tunnels are 46 feet in diameter, which is, 
of course, smaller than the canal; but the plan is to have the tunnels 
fully lined with concrete, as we habitually do, so that from the hy- 
draulic point of view they pass the maximum amount of water through 
with that size of tunnel. 
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Mr. Rogers. Will that be the largest tunnel in the world, being 5 
miles long ¢ 

Colonel Wuuirrte. No, sir, it would not. There have been other 
comparable tunnels. There is no particular difficulty in it. It is cer- 
tainly getting in the larger ranges, but we do not believe there is any 
particular difficulty in building such a tunnel. It is very expensive 
and will take a considerable length of time, but there is no unusual 
engineering difficulty in a tunnel of that size. 

Mr. Rogers. Thank you, Mr. Chairman. 

Mr. Donvero. Colonel, you heard my opening statement. Those 
statements were made entirely from memory. If there was any error 
in any figure I used, will you correct me now ¢ 

Colonel Wurirrte. I did not note any error in Mr. Dondero’s state- 
ment, sir. The figures you used and the statements you made were 
absolutely accurate insofar as I know, sir. 

Mr. Buarnix. Colonel, what is your current estimate of the total 
cost of the project ? 

Colonel Wutrrte. The total cost is $425 million for the initial de- 
velopment using tunnels. The initial development is the one which 
will provide the 1,700,000 kilowatts of installed capacity, and is the 
one on which the economics are based. I would like at a suitable time 
to go into the further phase of the ultimate development and the addi- 
tional provision for the ultimate expansion. 

Mr. Fation. Colonel, who operates the existing plants? I noticed 
there are seven on the map. Is that right? 

Colonel Wurrr.e. That is correct. There are seven. Yes, sir. 

The Adams and Schoellkopf plants are operated by Niagara Mo- 
hawk. The majority of the others on the Canadian side are operated 
by Ontario Hydro, which is a government organization. 

Mr. Fation. Are there any publicly operated plants on the Ameri- 
can side? 

Colonel Wutrrte. No, sir. 

Mr. McGrecor. Will the gentleman yield ? 

Mr. Fatuon. Yes. 

Mr. McGrecor. I would suggest, Colonel, that you read those so 
that the reporter might get them, and we will have them in the record 
following the question by the gentleman from Maryland. 

Colonel Wurprte. Yes, sir. 

Those plants are, first, Adams stations 1 and 2. That is the oldest 
United States plants. 

The next is the Schoellkopf plant. 

Shall I give the installed capacities ? 

Mr. McGrecor. I think that would be very good for the record. 

Colonel Wurrrie. The Adams plant is 80,000 kilowatts installed 
capacity. 

Schoellkopf is 365,000. 

The Toronto plant has 108,000. 

The Rankine plant has 80,000. 

The Ontario plant has 138,000. 

The Sir Adam Beck No. 1 plant has 373,000. 

The Sir Adam Beck No. 2—this figure on the chart here is in error 
because there will be 1,200,000 kilowatts in the Sir Adam Beck No. 2 
plant. 
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The proposed plant on the United States side will have an installed 
capacity of 1,512,000, but with the pump storage units it will have a 
dependable capacity of 1,700,000 kilowatts in the initial develop- 
ment. 

Mr. Donvero. Mr. Chairman, may I ask a question at that point? 

Mr. Buarnix. The gentleman from Michigan. 

Mr. Donvero. Colonel, did Canada use the reservoir idea the same 
as you propose for the American side? 

Colonel W Vurerte. Yes, sir. 

Mr. Donvrro. Have they built it? 

Colonel Wurtrer.e. It is in process of construction now. I do not 
know how far along it is. 

Mr. Donvrero. Who or what company is now serving that entire area 
with light and power? I mean on the American side. 

Colonel Wuirpte. On the American side ? 

Mr. Donpero. Yes, sir. 

Colonel Wurerte. The Niagara-Mohawk is the company that is 
using these existing plants. 

Mr. Donvero. How long have they been established there ? 

Colonel Wuirrte. They have been established a long time. These 
plants are very old. Since about 1890, sir. 

Mr. Donpoero. For 65 years? 

Colonel Wurerte. Yes, sir. 

Mr. Fatton. Will the gentleman yield? 

Mr. ee Yes. 

Mr. Fatxion. Colonel, what kind of land is that there? Are there 
any towns or homes in the place where you will have the reservoir? 

Colonel Wurrrte. There are some homes there, but it is mostly farm- 
land. Of course, it is of much less value than the land to the south 
of the city of Niagara Falls itself. There are about 1,100 acres in this 
reservoir so that it is not a very large reservoir area 

Mr. Donvero. What is the population of the area indicated on the 
map ? 

Colonel Wurirpte. Do you mean in the reservoir, or the entire area 
of the map? 

Mr. Donvero. The area now being served by the plants in operation. 

Colonel Wuirpte. I cannot give you the market area of Niagara- 
Mohawk, Mr. Dondero. I can obtain it and insert it in the record. 

(The information is as follows. ) 

The Niagara-Mohawk Power Corp. serves an area of 22,000 square miles in 
upstate and western New York, having a population of 3,100,000. The area 


served by the existing hydroelectric plants at Niagara Falls cannot be precisely 
defined, but is generally the area within and immediately adjacent to Niagara 


Falls. 

Mr. Donpero. Did I understand you to say that the price was above 
the $400 million figure which was used 2 years ago, Colonel ? 

Colonel Wurrrte. Yes, sir. Our estimate with the tunnels is $425 
million, and with the canal it is $370 million. 

Mr. Donpero. The amount then is about $24 million above the esti- 
mate you gave us 2 years ago? 

Colonel Wurrrte. Yes, sir, but it is for a greater installed capacity 
and, of course, a more accurate estimate, because we now have quite 
complete engineering plans. We regard this as a reliable estimate and, 
of course, it isa larger plant than we were considering at that time. 
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Mr. Donvero. Do you know what the people up there want in regard 
to the development? Should it be done by the Government or pr ivate 
enterprise ? 

Colonel Wurrrpte. Sir, we do not know and have taken no official 
position on that point. 

Mr. Donprro. The reason why I asked the question is, you said they 
objected to the open canal, and I thought you sounded as if they 
wished it. 

Colonel Wuirrte. Yes, sir. The directive under which we are 
operating requires us to develop the general plans and we did not 
attempt to sound out public opinion on other phases. In fact, we 
tried to avoid inserting ourselves into the extremely controversial 
question as to who should actually develop this project. We regard 
that as a policy matter for the Congress and one which we are not 
required to investigate. 

Mr. Buarnrx. Your prime responsibility was to determine how 
best engineeringly and technically it could be developed ? 

Colonel Wurepte. That is correct. With two objectievs. One is to 
make sure it is the most economical development, considering all of 
the factors, and the engineering as we know it; but the other one, and 
I think of even greater importance, is to do our best to assure that 
the development will be such as to take maximum advantage of one 
of the greatest hydroelectric potentialities in the United States. 

Mr. Buarnix. The American share of the water is up to 50 per- 
cent of the water that passes over the falls? 

Colonel Wurrrte. Yes,sir. That is correct. 

Mr. Biarnrx. Which is divided equally between Canada and the 
American side ? 

Colonel Wutrrtr. That is right. 

Mr. Buiatnis. If I understand it correctly, the Canadians are fur- 
ther ahead in their development. Now what happens in case we fail 
to utilize our full share of the waterflow ? 

Colonel Wurrrte. The Canadians can utilize the entire excess flow 
which is available and reserved for our use. 

Mr. Buarnig. Is there any limitation of time, or any safeguard 
that we on the American side have to protect our interests ? 

Colonel Wurppte. No, sir; except the right to build our own plants 
at such time as we see fit, and the Canadians have the same right. 

Mr. Buiarnik. In other words, time would be of the essence in our 
own behalf ? 

Colonel Wurerte. That is correct, sir. This natural resource, ac- 
cording to our valuation on this power, is actually worth approxi- 

mately $60 million a year. It will cost that much to produce that 
amount of power by steam with modern plants properly located. 
Therefore I think it is a sound estimate that this power is worth 
$60 million a year, and that that power will not be available, and 
will be available for utilization by the Canadians for the period of 
time for which this project is not developed. 

Mr. Briarntk. In terms of economic development on the benefit- 
cost ratio, what will be the figure on that ? 

Colonel Wurtrrte. The benefit-cost ratio depends on what assump- 
tion you make as to development. On the basis of the tunnel I will 
give you those figures. A Federal development would have a benefit- 
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cost ratio of 1.91 to 1 with the tunnel, and under private development 
it would be 1.15 to 1. 

Mr. Donpero. There are two things that came up, and one is this: 
Will the Corps of Army Engineers still keep its hand on the control 
of the compensatory works ‘and other works, regardless of whether 
this is done by public bodies or by private enterprise ? 

Colonel Wuurrte. Yes, sir; we will, as long as we are authorized 
to do so and within the framework of the International Joint Com- 
mission, on which we have representation. These control works that 
are now existing and which are under construction in the river, of 
course, are under the International Joint Commission, but we are 
building the United States portion of these works, and will continue 
to have responsibility in the event of the passage of any of these bills. 

The question of any future regulation of the lakes is a tremendous- 
ly important question in the ultimate deve ‘lopment here, and of course 
how that is to be handled remains to be determined at the time such 
works are authorized. 

Mr. Donvero. Who pays the $17 million that is expended for the 
building of compensatory works, and so on ¢ 

Colonel Wuirrie. That is paid initially by the Federal Govern- 
ment. We believe that those remedial works in the amount of the 
United States share should be borne by whoever the project is licensed 
to, since they are required in order to facilitate and in fact to allow 
the power development to take place. 

Mr. Donprero. You made one statement that might be confusing, 
and particularly to new members. That is, with regard to the water 
which comes out of Lake Superior, which is not charged up to Canada. 
1 think you ought to tell the committee that that is due to the reversal 
of the flow of a certain river up in Canada. 

Colonel Wuirrie. Yes, sir. That is due to the reversal of the flow 
of a river, as Mr. Dondero said. It is called Long-Lac-Ogoki diver- 
sion, and amounts to approximately 5,000 cubic feet a second. It is 
covered by a special governmental agreement which allows the Cana- 
dians to use that water as long as they divert the surplus water into 
the Great Lakes system, which of course they need not do. It is out- 
side of the provisions of the treaty of 1950, and no account has been 

taken of the use of that water because, of course, it was not subject to 

division and will presumably be utilized by the Canadians. There- 
fore, it is not available to make up the 50,000 or 100,000 cubic feet per 
second required to be maintained over these falls. 

Mr. Macnrowicz. Colonel, 1 wonder if you can tell us approxi- 
mately how long it would take to construct the improvement works 
necessary for the power project ? 

Colonel Wurrrix. About 6 years for the construction period. 

Mr. Macurowicz. I understand that the initial cost would be borne 
by the Government. Is that correct? 

Colonel Wutrrte. No, sir. It depends, of course, on what authori- 
zation is made. 

Mr. Macurowicz. You mean what Congress does ! 

Colonel Wutrrte. Yes. 

Mr. Macurowicz. What did you mean when you said awhile ago 
that the initial cost would be borne by the Government ? 
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Colonel Wuirrte. I was talking about the remedial works, which 
cost $17 million. That is this control structure, and excavation on 
the United States and Canadian banks at Horseshoe Falls. 

Mr. Biatnrx. You may proceed. 

Colonel Wuiertez. I would like to talk for a moment about the 
ultimate development, because it is very important that whatever is 
done here in preempting this site, which will incidentally be one of 
the very greatest hydroelectric developments in the world, should 
fully preserve the potentialities not only for the immediate future, 
but also for a somewhat longer-range potentiality. 

To begin with, the 1,700,000 kilowatts of installed capacity is not all 
that can be utilized by the region. The estimates of the Federal Power 
Commission on which we rely have indicated that power of this charac- 
ter could be sold in this marketing area I have outlined to the amount 
of 214 million kilowatts by 1975, and could be sold under those condi- 
tions very satisfactoritly. 

In order to obtain this additional capacity, the development I have 
outlined must be modified in two ways. It is not necessary to change 
the pump-storage development. That could be done, but would be a 
rather expensive way to do it. It is only necessary to add first three- 
quarters of a million in installed capacity to the Lewiston plant itself 
in high-head capacity. Secondly, to achieve a measure of regulation 
of Lake Erie. 

The study of the regulation of Lake Erie and the other lakes is 
underway by the Corps of Engineers. We have additional funds in 
the budget to continue that study. The study is scheduled for com- 
pletion in 1956. 

However, there are certain general outlines to that study on which 
we have formed conclusions now, and they are directly pertinent to 
what is done today in Niagara power. The first is that although there 
is a potential controversy in the lake-level study, we believe that regu- 
lation for power is fully consistent with improvement in the lake-level 
situation from the point of view of both flood control and navigation. 
We do not believe that there should be a choice between a power regu- 
lation and navigation regulation and a flood-control regulation, but 
we believe that a more reasonable and practical solution and, in fact, 
the only practical solution that could be found, would provide some 
improvement for navigation and some improvement on the lake levels, 
that caused so much damage in the last 3 or 4 years, when they got too 
high. The amount of regulation in the interests of power will not 
make a very tremendous change in this Niagara Falls situation. In 
fact, by far the greatest effect will be the regulation of Lake Erie, 
which will be merely a matter of inches—a mere matter of inches 
difference on Lake Erie obtained by a control structure at the upper 
end of the Niagara River and excavation in the bed of the river. This 
is effective because there is storage in Lake Erie in the amount of a half 
a million acre-feet per inch. So if you regulate within 4 inches there 
are 2 million acre-feet of storage available, which is equivalent to a 
very large storage reservoir. ; 

By that amount of regulation, which will certainly not be at all 
harmful either to flood control, or navigation and, in fact, is consistent 
with them both, it will be possible to regulate the flows of the Niagara 
River to achieve a better balance and utilize additional water, by 
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storing water in times of high winds, which uneconomically changes 
the levels in the Niagara River and pours an immense amount of 
surplus water over the falls at times when it cannot be used. 

That small amount of regulation will be sufficient to support this 
increase in installed capacity to 2% million kilowatts, which the 
marketing studies show could be utilized by 1975. 

It is our recommendation that in granting any license that Congress 
should require a provision for approximately that amount of installed 
capacity, not for initial installation, but provisions should be made 
so that it can be expanded to that capacity in the future. Otherwise 
we will be sacrificing this power site and not utilizing a potentiality 
which will be within our grasp within only 20 years. 

We believe we should look that far ahead and that that installed 
capacity should be made a part of this development. 

Our conclusions are, to summarize— re these have not yet been 
passed by the Bureau of the Budget, but they have been sent out to 
the Governors of the States for approval by the Chief of Engineers— 
in the first place we consider that the tunnel is justified even at its 
additional cost of $55 million. We believe any action to authorize 
construction by a non-Federal agency should require that this develop- 
ment should be consistent with the general plan I have just outlined. 

We believe tnat a Federal Power Commission license should be re- 
quired for such a development. 

We believe in addition there should be approval by the Secretary 
of the Army of the provisions for the headgate and the approach 
channel in order to safeguard the interests of navigation. This ap- 
proach channel is above the Grass Island control structure; and there 
are 32 million tons of commerce in the Niagara River, and this com- 
merce with its required navigation depths must be safeguarded. 

We believe that the United States should be reimbursed for its share 
of the $17 million cost of the remedial works. 

Last, and I believe fully as important as anything else, we recom- 
mend—and this is repeating what Mr. Dondero said in substance— 
we recommend that the Congress take action promptly to develop this 
yotentiality. This power is worth $60 million a year. The power can 
fg produced under Federal financing at a cost of less than 3 mills per 
kilowatt-hour; and it is peaking power, which is extremely well 
adapted to the region. It will have great economic advantages to the 
region and we believe it would be a very serious mistake to allow the 
Canadians to utilize this development and pass up the advantages 
that otherwise can accrue to the United States. 

Mr. Buatnrs. Colonel, we thank you very much. 

The Chair would like to remind the committee that we have two 
more witnesses, one in. particular from the Federal Power Commis- 
sion. In view of the fact that two committee bills are coming up on 
the House floor when the session begins at noon, the Chair is most 
anxious to move along as rapidly as possible and yet allow a full op- 
portunity for all questions that are desired to be asked. 

Are there any questions on my right ? 

Mr. Macurowicz. I have just one question. 

Mr. Buarntx. Mr. Machrowicz. 

Mr. Macurowicz. Colonel, your last statement, as I understand it, 
was that you feel this should go ahead immediately and yet you take 
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no position on whether there should be public or private power devel- 
opment. Have you read these five bills presented here ? 

Colonel Wutppte. Yes, sir. 

Mr. Macurowicz. I notice one bill which rather intrigues me. That 
is H. R. 5377, which provides for the immediate construction of the 
works and for later disposition of power. Do you have any views on 
that, or is it in substance what you tried to tell us a few moments ago? 

Colonel Wuiprrte. Sir, we have made no official comment on that 
bill and my remarks are limited to getting construction underway. 
They are not meant to imply a recommendation in favor of any one of 
the bills now before the committee. Naturally the Corps of Engineers 
would like very much to construct a magnificent development of this 
type. 

Mr. Macurowicz. You think that construction would take about 6 
years and this could possibly be a pretty sound solution of this public- 
private power issue that has been holding it up for so long ¢ 

Colonel Wurrr.te. It would een one way to get it under con- 
struction. I think it is only fair to say, however, that the other ways 
that have been proposed also appeared to offer the possibility of rapid 
construction of the project. 

Mr. Macurowicz. That is all. 

Mr. Farron. Mr. Rogers. 

Mr. Rocrrs. I have just one question. From what I understand from 
your testimony, Colonel, whoever would be granted the license to do it 
would have to do it in conformance with plans proposed by the Corps 
of Engineers. Also, they would bear all of the cost of the project. Is 
that true? 

Colonel Wutrrte. That is correct. 

Mr. Biarnix. Mr. Jones. 

Mr. Jones. Colonel Whipple, you do not exclude the possibility of 
the Corps of Engineers undertaking the job as a Federal project; 
do you? 

Colonel Wurrr.ie. No, sir. There is a bill to that effect before the 
Congress and I certainly would not attempt to say anything adverse 
to it. 

Mr. Jones. And you are not in opposition to the Corps of Engineers 
undertaking it as a Federal project similar to other types of construc- 
tion ¢ 

Colonel Wurterte. No, sir; we are not. 

Mr. Jones. Have you recently made a study of the consumption of 
electricity in the Niagara area? 

Colonel Wutrpte. Yes, sir; we have. The Federal Power Commis- 
sion actually made that study, but it has been made and investigation 
has been 

Mr. Jones. Does it show a need for a new generating capacity 
there ? 

Colonel Wutrrte. Yes, sir. It certainly does. There is a very large 
increase there. The population has been increasing and there is great 
industrial development in the area. The indication is for a large 
increase In capacity 

Mr. Jones. What is the average rate of sale of electricity in that 
area at the present time ? 

Colonel Wutrpte. It is about a 6-million kilowatt peak that is pro- 
vided for at this time. 
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Mr. Jones. Do you have the average of the sale of electricity in the 
area. 

Colonel Wuirrte. I can insert the more exact figures. Would you 
like it in kilowatt-hours, sir? We do not have the exact figure of the 
present-day sales in the area. We can insert it in the record. In 1952, 
the Niagara market area consumed 32,406 million kilowatt-hours of 
energy. Thus the average hourly consumption of energy during the 
year was 3,699,000 kilowatts. There is a potential growth of installed 
capacity averaging 570,000 kilowatts a year. 

Mr. Jonrs. What does that average? 6 to 8 percent ? 

Colonel Wuuirrte. Yes, sir. I believe it does. That is about char- 
acteristic of areas of this kind. 

Mr. Jones. That is the relationship, you hope ‘ 

Colonel Wutppte. Yes, sir. 

Mr. Jones. And you say that energy can be produced at approxi- 
mately 3 mills per kilowatt-hour ? 

Colonel Wurrrte. Yes, sir; it can. 

Mr. Jones. Do you think there would be sufficient energy there if it 
were made available to preference customers, to have the effect of 
lowering the general rates in the area ? 

Colonel Wuirrte. I certainly think it would, sir. It is bound to do 
it because this power is much cheaper than power from steam, and 
it is certain, even though it is worked in conjunction with other sources 
of power; it is bound to result in cheaper availability of power there. 

Mr. Jones. Are you familiar with power contracts executed with 
the New York Power Authority on the St. Lauwrence project, Colonel ? 

Colonel Wurprte. No, sir; I am not. 

Mr. Jones. Do you know how much capacity there will be on the 
rapids section of the St. Lawrence ? 

Colonel Wuirrte. It is a good deal less than this. It is about 
700,000 kilowatts dependable capacity. 

Mr. Jones. Do you know whether or not the State of New York 
Power Authority made contracts for the sale of power to be generated 
on the rapids section ¢ 

Colonel Wurerte. No, sir. I believe they are in the process of 
doing it, but I am not familiar with that. 

Mr. Jones. What will be the cost of production of the power from 
the New York Power Authority on the rapids section of the St. 
Lawrence ? 

Colonel Wurerte. I do not have the figures on that. 

Mr. Jones. What were the figures you submitted to the committee 
when we were considering the cost of a Federal project on the rapids 
section of the St. Lawrence ? 

Colonel Wurertz. I do not have that, but I will insert that in the 
record. 

(The information is as follows :) 

In 1952, Congress was advised that the Federal development of the Interna- 
tional Rapids Section portion of the St. Lawrence Seaway and Power Project 
would cost a total of $475,356,000 based upon December 1950 prices. Of this 
amount, a total of $192,493,000 was allocated to the power portion of the project, 
including 50 percent of the joint costs for power and navigation on the United 
States side. This allocation of costs would result in the production of energy 
at the site at an estimated cost of 1.77 mills per kilowatt-hour as estimated by 
the Federal Power Commission. The Corps of Engineers has made no later 


estimate of the cost of St. Lawrence power. However, the New York State 
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Power Authority in their report entitled “St. Lawrence Power” dated August 10, 
1954, gives the estimated cost of the United States share of the St. Lawrence 
power development as $315 million without allocating any portion of the joint 
costs to navigation. The annual carrying charges are stated to be $20,496,000, 
without transmission. The project will supply an estimated net annual average 
of 6,040,000,000 kilowatt-hours of energy to the system. Thus the presently esti- 
mated cost of St. Lawrence energy at the site is about 3.4 mills per kilowatt- 
hour. The average annual cost of delivered energy is stated to be 4.36 mills per 
kilowatt-hour. 

Mr. Jones. I wish you would insert that in the record and give the 
date on which that submission was made. Also make a comparison of 
the construction costs at the time you made it, and at the present time. 

Colonel Wurrrte. For the St. Lawrence development ¢ 

Mr. Jones. For the St. Lawrence, in the rapide section, which was 
acquired by the New York Power Authority under a Federal license. 

Colonel Wurrrte. Yes, sir. 

Mr. Jones. That is all, Mr. Chairman. 

Mr. Donpero. Mr. Chairman, I have one question. 

Mr. Biarnicx. Mr. Dondero. 

Mr. Donprro. Colonel, regardless of whether this power is developed 
either by the State of New York or the Federal Government, the Fed- 
eral Power Commission in that case would fix the rate if developed by 
the Federal Government ? 

Colonel Wurerte. I am not familiar with the—oh, if developed by 
the Federal Government. Yes,sir. That is right. 

Mr. Donpero. And if it is developed by the State of New York then 
the rate will be fixed by the State Power Commission of New York ¢ 

Colonel Wurrrie. Yes, sir. That is correct. 

Mr. Donpero. Regardless of whether the State does it or private 
enterprise does it ? 

Colonel Wutrrte. That is right. 

Mr. Donpero. Have you any idea that it will take longer for a State 
or the Federal Government to develop this power than for private 
enterprise, or could both do it in about the same time ? 

Colonel Wuirrte. I certainly have no idea that it would take any 
longer for private enterprise to do it. I am sure they would do it in 
approximately the same time as the other agencies. 

Mr. Donvero. That is all. 

Mr. Buatnirk. Are there any other questions on my left ? 

Mr. Mack. Mr. Chairman. 

Mr. Biatntg. Mr. Mack. 

Mr. Mack. Colonel Whipple, if this project is developed to its full 
capacity of 2,500,000 kilowatts, it will be the largest hydroelectric 
project in the entire United States, will it not? 

Colonel Wurrrte. It will, until the third powerhouse comes in at 
Grand Coulee. If that is built, it may be still ahead. 

Mr. Mack. What is the production of Grand Coulee at the present 
time ? 

Colonel Wutrrte. It is a peak of about 1,900,000 kilowatts. 

Mr. Mack. Approximately the same size as the initial development 
here at Niagara ¢ 

Colonel Wurrrte. Yes,sir. Slightly larger. 

Mr. Donpero. May I interrupt? 
Mr. Mack. Yes. 
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Mr. Donpvero. I recognize the fact that western pride has crept into 
this discussion. 

Mr. Mack. What did you say would be the cost of developing power 
at this particular site ? 

Colonel Wuirr.e. Less than 3 mills per kilowatt-hour for Govern- 
ment or public development. 

Mr. Mack. What is the cost on the average western project on the 
Columbia River ? 

Colonel Wuirrte. Approximately the same. They are running 
from 1.6 to about 2.9 mills per kilowatt-hour. 

Mr. Mack. The later projects are costing more money due to the 
increased cost of materials and labor ? 

Colonel Wurrrie. Except for the Chief Joseph, which is one of the 
latest projects, but still the cost is less than 2 mills. 

Mr. Mack. In other words, Niagara is a very advantageous project 
to be developed ¢ 

Colonel Wurtrrte. Yes. 

Mr. Mack. The Niagara Power Co. has plants on the river now and 
is using water from the Niagara River. Are they paying a rental on 
that water? 

Colonel Wurerte. I believe they are. 

Mr. Mack. To whom do they pay this rental ? 

Colonel Wuirrie. To New York State. 

Mr. Mack. On what basis do the water laws require the Niagara 
Power Co, to pay rental to a State on the water from the river? On 
the theory that the use of the water in the river belongs to the State ? 

Colonel Wuuirrte. I am afraid I cannot answer that question, sir. 

Mr. Mack. I think it was so testified last year. The State does own 
the use of the water and is privileged to rent it. That being the case, 
this water in the Niagara River used in this project, if it 1s built by 
a private power company, that private power company will have to 
pay the State for the water it uses. 

olonel Wutrrte. I am sure they would, sir. The State is not too 
favorable to—— 

Mr. Mack. If Congress designates that the use of this water be given 
to a private company, it seems to me we will be forcing the State to 
give up something it at the present time owns and is not desirous of 
selling. 

ect the Republic administration in the State of New York 
the Dewey administration favored this project being developed by 
the State. At the present time I understand that the present Demo- 
cratic administration is in favor of the development of the project 
by the State. 

On the Canadian side of the river, who distributes the power? Is 
it the government of the province, or is it private power development ? 

Colonel Wuirriz. It is Ontario hydro, which is a creature of the 
Province, for most of the developments, including the two large new 
ones. 

Mr. Mack. That isa public power company ? 

Colonel Wurer.te. Yes, sir. 

Mr. Mack. Is the plant on the St. Lawrence in operation yet ? 

Colonel Wurprte. No, sir. 

Mr. Mack. When it is built, the power from that plant will be dis- 
tributed by the State of New York ? 
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Colonel Wurrrte. Yes, sir. 
Mr. Mack. In other words, the State of New York will be in the 
power business very soon / 

Colonel Wurprrte. Yes, sir; on a large scale. 

Mr. Scupper. I would like to ask a question, following what Mr. 
Mack referred. 

Mr. Biatntx. Mr. Scudder. 

Mr. Scupper. Is there any other State that charges for the use of 
water which flows past their boundaries ? 

Colonel Wutrre.e. For power purposes ? 

Mr. Scupper. Any purposes. I cannot see much difference between 
power purposes and navigation purposes. But I would like to clear 
this question as long as it has been brought up. 

Colonel Wurpp.e. Of coursse, as far as navigation is concerned, that 
is regulated by the Federal Government. I personally am not familiar 
with any case in which a States makes charges of that type. 

Mr. Scupper. It seems to me that this is similar to—and I use the 
term “piracy’—along the rivers in Europe in the Middle Ages, 
where they exacted tolls from people who operated boats on the river. 
I would like to know on what basis the State of New York can exact 
a tax for the use of water that flows by their boundaries, 

I would like to know whether any other State in the Union exacts 
a tax for the use of the water that flows by its boundary, or whether 
that is just a New York scheme. 

I am very much concerned. Two years ago we passed a similar bill 
in the House of Representatives. It was held up in the Senate. If 
we are losing $60 million a year because we are holding up this 
project then I think the Congress has a great responsibility to find 
some method of developing this project. 

You say that if this project is constructed by the Federal Govern- 
ment it will cost 3 mills per kilowatt-hour to produce the power ? 

Colonel Wurerte. Yes, sir. 

Mr. Scupper. What would it cost if it were built by private 
enterprise ? 

Colonel Wutrrre. About 7 mills per kilowatt-hour. 

Mr. Scupper. What makes up the difference ? 

Colonel Wuirrte. There are two differences. In the first place, the 
private power development is computed on an interest rate of 514 
percent, which is that which is commonly used by the Federal Power 
Commission in its analyses. 

Mr. Scupper. 514 percent ? 

Colonel Wurrrte. Yes, sir. Which is a very high interest rate. 

Mr. Scupper. What is the interest rate computed by the Federal 
Government ? 

Colonel Wurerte. 21% percent. 

Mr. Scupper. Can they borrow and service money for 214 percent, 
Colonel? Do you know anything about that? Do you know how 
much the Government pays for money ? 

Colonel Wurrrte. We have been doing it. The Bureau of the 
Budget still prescribes that rate for use. There have been some indi- 
cations it might be raised, but it has not been raised to date. 

Mr. Scupper. Colonel, in order to be realistic, I note the Federal 
Government spends millions of dollars advertising to encourage our 
people to buy bonds. They have offices scattered throughout the en- 
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tire country engaged in selling bonds, and they are paying interest. I 
receive 214 percent interest on the money 1 have invested in bonds. 
I think we get a little bit more on some of the issues. 

How can they advertise and sell bonds, service the accounts, pay 
interest over a period of years, and still figure that the money only 
costs the Government 214 percent? I would like to get a breakdown 
on how much it actually does cost, and not just what a formula might 
be in figuring the cost of financing projects. 

Colonel Wurrrte. We do know that the series E bonds, which are 
those commonly purchased by individuals, bear a higher interest rate 
than the larger issues, mostly purchased by institutions that have the 
bulk of the national debt. However, we do not attempt to obtain data 
on the cost of servicing the debt, and we do not have any such in- 
formation as to the exact details of that at this time. 

Mr. Scupper. I wonder if it would be possible to secure such 
information ¢ 

Mr. Buiarntk. If the Chair may state, I am certain we can get that 
information from the Secretary of the Tre: asury. The proc edure in- 
volved in Government financing of this project will be similar to that 
used in all projects financed by the Federal Government. 

Colonel Wurrrte. If financed as a Federal project, it would be. 
Yes, sir. 

Mr. Scupper. I have one more question, and then I am through. 
What would be the interest rate if the State handles the project, and 
what would it cost per kilowatt hour if constructed by the State? 

Mr. Jones. Will the gentleman yield ? 

Mr. Scupper. I want to get an answer to that question. 

Colonel Wutrrte. We assume that the State would pay 3 percent. 

Mr. Scupper. 3 percent? That would run the cost from 3 mills 
up to what ? 

Colonel Wurrrte. I do not have that figure. I will have to insert 
that in the record. 

(The information is as follows :) 

The report of the New York State Power Authority entitled “Niagara Power 
and Park Development,” December 1954, indicates that the project would have 
annual charges of $26,252,000. The net energy to be produced, nee in the 
same manner as our figures, would yield power at a cost of about 3.5 mills per 
kilowatt-hour. 

Mr. Scupper. What makes up the difference between 3 percent and 
514 percent ¢ 

Colonel Wuirrtr. There is another large factor in that. The Gov- 
ernment development is based on the comparison of taxes foregone, 
which allows as an economic cost the amount of taxes that would be 
paid by a private steam plant. That is figured in the benefit-cost 
ratios. But the 2.7 mills does not include that element of taxes be- 
cause of the fact that it would not actually be paid. The cost of the 
7 mills, however, includes an estimate of $21 million in annual taxes 
which, in accordance with the formulas we have, would be paid by 
private development of this hydroelectric power site. That in addi- 
tion to the interest rate is what makes this extremely large difference 
between those two figures, 

Mr. Scupper. The plan in developing this project, if done by private 
enterprise, would be to integrate it in their present system, so that 
they would be supplying the customers they are presently supplying. 
64392—55 3 













































28 NIAGARA POWER DEVELOPMENT 


Who would the Federal Government have as ¢ ustomers of their power / 
And what would have to be done to sell the power ¢ 

Colonel Wutrrte. It would depend on marketing policies, but this 
power would be distributed throughout this entire marketing area | 
have described and it would have to be done by an interconnection be- 
tween the existing systems, unless some direct distribution to industrial 
customers were author ized, as has sometimes been done in the past. 

Mr. Scupper. In other words, to do it economically and to serve all 
of the people in the area, they would have to integrate the power into 
the present system in or der to be most economical ? 

Colonel Wuterie. Yes. sir. And to utilize this power site it will be 
necessary to integrate these systems physically from an engineering 
point of view, whether or not it is developed by the State, by the Fed- 
eral Government, or by the private companies. 

Mr. Scupper. That is all, and thank you. 

Mr. Buarnix. Are there any further questions of Colonel Whipple 

Mr. Jones. I would like to ask this question, since the matter of in- 
terest rates came up. Is it not a fact, Colonel, that the servicing of 
the debt is less than 21% percent ! 

Colonel Wrirrte. Lam not sure of that. 

Mr. Jonrs. One further question. Do you know what the interest 
rate is that is charged by the New York Power Authority on the bonds 
that it issued ¢ 

Colonel Wuirrte. I do not know exactly. 

Mr. Jones. Are they not in excess of 3 percent? Are not those 
bonds exempt from Federal] taxation, or is not the income derived from 
those State bonds exempt from Federal taxation ¢ 

Colonel Wuiprre. I believe that is correct, sir. 

Mr. Becker. Mr. Chairman. 

Mr. Brarnix. Mr. Becker. 

Mr. Brecker. Mr. Moses is going to testify tomorrow. He can give 
the correct answers to these things without the necessity of guessing 
on the part of Colonel Whipple. 

Mr. Buarnik. The Chair will announce that Mr. Moses, the chair- 
man of the Power Authority of New York, will be a witness tomorrow 
morning. 

Mr. Becexer. That is correct. 

Colonel Whipple, you mentioned beforehand in answer to a ques- 
tion of Mr. Dondero, that the rates will be fixed by the Federal Power 
Commission or the New York State Power Authority, if these plants 
were built by either _ or the other. 

Colonel Wirpie. I did not say the New York State Power Auth- 
ority, but by the appropriate State authorities if developed by a private 
company or the State. 

Mr. Becker. In other words, you do not state that the New York 
Publie Service Commission, which fixes all utility rates, will have no 
control over the rates of the Federal project ? 

Colonel Wurrrte. The rates would be subject to the approval of 
the Federal Power Commission. 

Mr. Brecker. Where does the New York Public Service Commission 
come in? They fix rates for all other utilities in New York. What 
will they do on this? 
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Colonel Wrirrte. If developed by the Federal Government, unless 
some special provision were made I do not believe they would have 
anything to do with the fixing of the rates. 

Mr. Brcxer. So in the building of the Federal project at the tax- 
payers’ expense they will be able to come in and be able to sell power 
irrespective of the laws governing all the other public utilities in the 
State of New York, whether they are municipal or otherwise. They 
would fix their own rates. That is about the size of it, is it not! 

Colonel Wriprie. That is correct. That is substantially correct. 
It would be fixed by the Federal Government. 

Mr. Becker. Then, of course, no Federal plant would pay any taxes 
atall? There would be no taxes. 

Colonel Wuirrte. That is correct. 

Mr. Becker. Colonel, would the existing powerplants be continued 
irrespective of what additional plants were built under this legisla- 
tion? Would they continue in operation or are they to be replaced ? 

Colonel Wirirrite. We have assumed in this that the 20,000 cubic 
feet per second approximately which is the permanent allocation to 
the Niagara Mohawk Power Co. would be continued at least until 
1971. Insofar as our figures are concerned, we have made no assump- 
tions as to using that after that time. 

On the other hand, some temporary diversions they have been 
allowed to make pending further development amounting to over 
12,000 second-feet, we have assumed they would relinquish. The 
figures we have today given for this project include a subtraction for 
the reduction in output of the Niagara Mohawk on account of the 
sacrifice of those temporary diversions. 

Mr. Becker. One other point. There are several differences which 
arose in the questioning. You were asked how the Federal power 
project would distribute the electricity and then the New York State 
Power Authority and then the individual company, of course. Under 
the New York State Power Authority is it not a fact that they intend 
to distribute it through the present transmission lines and sell it to 
the private companies ? 

Colonel Wuirete. Sir, I am not aware and do not know what the 
intent is, and prefer not to testify on that point. 

Mr. Becker. That is fine. I have no other questions. 

Mr. BuatntK. Are there any further questions ? 

(No response.) 

Mr. Buarniux. Thank you very much, Colonel Whipple. We must 
proceed quickly. Our next witness will be Mr. Willard Gatchell, 
General Counsel of the Federal Power Commission, with Mr. John 
(. Mason, Division of Hydroelectric and Licensed Projects, Federal 
Power Commission. 

At this point in the record the reports of the Federal Power Com- 
mission will be made a part of the record. 

(The reports of the Federal Power Commission are as follows:) 
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FEDERAL POWER COMMISSION, 
June 7, 1955. 


Report on H. R. 142, 84th Congress—A bill to preserve the scenic beauty of the 
Niagara Falls and River, to authorize the construction of certain works of 
improvement on that river for power purposes, and to further the interests 


of national security by authorizing the prompt development of such works of 
improvement for power purposes 


This bill would authorize redevelopment of the Niagara River to provide for 
an increase in the hydroelectric capacity on the United States side of the inter- 
national boundary without injury to the scenic beauty of the falls. The Niagara 
Treaty under which this redevelopment may be undertaken was ratified on 
August 9, 1950. Soon thereafter, the Hydroelectric Power Commission of 
Ontario started the Sir Adam Beck No. 2 development on the Canadian side 
which is planned for 1,375,000 kilowatts of generating capacity, of which a sub- 
stantial portion is already in service with additional capacity going into opera- 
tion from time to time. Canada has already used almost three times the flow 
used on the United States side for power development and will continue to do 
So until redevelopment will permit use of the United States half of the flow. 

While a detailed plan for redevelopment on the United States side has not been 
completed, general plans have considered an installation as high as 2,500,000 
kilowatts with an average annual output of about 12 billion kilowatt-hours. 
By comparison, the ultimate installed capacity of the Boulder project is 1,349,500 
kilowatts with an average annual output of 5.3 billion kilowatt-hours. At Grande 
Coulee the ultimate capacity is 1,944,000 kilowatts with an average annual 
output of 15.6 billion kilowatt-hours. And on the St. Lawrence there will be 
about 940,000 kilowatts on the United States side with an average annual output 
of 6.3 billion kilowatt-hours. 

The continued failure to utilize the additional diversion permitted at Niagara 
Falis is having, and inevitably must have, profound economic effects in the market 
area. While the power supply is reasonably ample at the present time, new 
power capacity must be installed to meet anticipated increases in the power loads 
which are the result of economic growth. 

Nonutilization of the additional diversion permitted at Niagara Falls repre- 
sents a continuing economic loss which in terms of fuel cost alone of equivalent 
steam power would amount to about $24 million annually. It is neither good 
business nor in the public interest to continue to waste these waterpower re- 
sources and the basic purpose of the bill to authorize the redevelopment of such 
resources under the safeguards of the Federal Power Act is sound. 

However, the bill provides that the redevelopment shall be made only by private 
enterprise, and while one of the basic purposes of the Federal Power Act is to 
enable private companies and others to develop waterpower resources with full 
protection both to the investors and to the general public, nevertheless, the Fed- 
eral Power Act also affords to States and municipalities full opportunity to utilize 
waterpower resources and requires the Commission to determine what proposals 
for development are best adapted to comprehensive plans for the widest public 
benefit. If the State or municipal plans for a particular development are deemed 
by the Commission to be better than or equally as well adapted as the plans of a 
privately owned company to conserve and utilize such resources in the public 
interest, the act gives a preference to such public agencies in the issuance of a 
license. 

This bill therefore would constitute a deviation from this general policy of com- 
plete analysis which has been in effect since 1920, and would preclude the con- 
sideration of all of the factors which should be considered and would otherwise 
be considered under the Federal Power Act. 

The Legislature of the State of New York has already declared its interest in 
the development of the Niagara River. It has expressly amended the laws creat- 
ing the power authority of the State of New York to provide for State develop- 
ment of the additional diversion at Niagara Falls if Congress should open the way 
to non-Federal use of that diversion. The privately owned utilities which are 
seeking authority to undertake this project have also made plans for construction 
of this project and the distribution of the power which can be generated. If the 
powerplant, installed capacity, and annual output would be the same under either 
aegis, it might be necessary to see how the power output would be fitted into the 
economy of the area in order to determine which plan would be the best in the pub- 
lic interest. Until all feasible plans have been thoroughly studied, it would not 
seem to be possible to determine which plan of development would be most fully in 
the public interest. Anything less, of course, would not seem to be supportable. 
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On page 5, section 4, line 18 of the bill the reference to section “3 (b)” as per- 
taining to the provision for Department of Defense priority to project power 
should be corrected to read “3 (a)” in order to accurately state the meaning which 
the language is evidently intended to have. 

For the reasons stated, the Commission recommends early enactment of legis- 
lation which will provide for full use of these waterpower resources, but also 
recommends that if non-Federal development is to be permitted under the Federal 
Power Act the policies of that statute be followed by permitting the issuance of a 
license to a State or municipal agency or to a privately owned company, whichever 
presents plans found to be for the widest public benefit. 

FEDERAL POWER COMMISSION, 
By JEROME K. KUYKENDALL, 
Chairman. 


FEDERAL POWER COMMISSION, 
June 7, 1955. 


Report on H. R. 420, 84th Congress, a bill to preserve the scenic beauty of the 
Niagara Falls and River, to authorize the construction of certain works of 
improvement on that river for power purposes, and to further the interests 
of national security by authorizing the prompt development of such works of 
improvement for power purposes 


This bill would authorize redevelopment of the Niagara River to provide for 
an increase in the hydroelectric capacity on the United States side of the inter- 
national boundary without injury to the scenic beauty of the falls. The Niagara 
Treaty under which this redevelopment may be undertaken was ratified on 
August 9, 1950. Soon thereafter, the Hydroelectric Power Commission of On- 
tario started the Sir Adam Beck, No. 2 development on the Canadian side which 
is planned for 1,375,000 kilowatts of generating capacity of which a substantial 
portion is already in service. Canada has already used almost three times the 
flow used on the United States side for power development and will continue 
to do so until redevelopment will permit use of the United States half of the 
flow. 

While a detailed plan for redevelopment on the United States side has not beer 
completed, general plans have considered an installation as high as 2,500,000 
kilowatts with an average annual output of about 12 billion kilowatt-hours. 
By comparison, the ultimate installed capacity of the Boulder project is 
1,349,500 kilowatts with an average annual output of 5.3 billion kilowatt-hours. 
At Grand Coulee the ultimate capacity is 1,944,000 kilowatts with an average 
annual output of 15.6 billion kilowatt-hours. And on the St. Lawrence there 
will be about 940,000 kilowatts on the United States side with an average annual 
output of 6.3 billion kilowatt-hours. 

The continued failure to utilize the additional diversion permitted at Niagara 
Falls is having and inevitably must have profound economic effects in the market 
area. While the power supply is reasonably ample at the present time, new 
power capacity must be installed to meet anticipated increases in the power 
loads which are the result of economic growth. 

Nonutilization of the additional diversion permitted at Niagara Falls repre- 
sents a continuing economic loss which in terms of fuel cost alone of equivalent 
steam power would amount to about $24 million annually. It is neither good 
business nor in the public interest to continue to waste these waterpower 
resources and the basic purpose of the bill to authorize the redevelopment of 
such resources under the safeguards of the Federal Power Act is sound. 

However, the bill provides that the redevelopment shall be made only by private 
enterprise, and while one of the basic purposes of the Federal Power Act is to 
enable private companies and others to develop waterpower resources with full 
protection both to the investors and to the general public, nevertheless, the Federal 
Power Act also affords to States and municipalities full opportunity to utilize 
waterpower resources and requires the Commission to determine what proposals 
for development are best adapted to comprehensive plans for the widest public 
benefit. If the State or municipal plans for a particular development are deemed 
by the Commission to be better than or equally as well adapted as the plans of 
a privately owned company to conserve and utilize such resources in the public 
interest, the act gives a preference to such public agencies in the issuance of 
a license. 

The bill H. R. 420, therefore, would constitute a deviation from this general 
policy of complete analysis which has been in effect since 1920, and would pre- 
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clude the consideration of all of the factors which should be considered and would 
otherwise be considered under the Federal Power Act. Furthermore, in post- 
poning the possibility of any State acquisition and operation of the project until 
March 2, 1971, as provided by section 3 (a) of the bill, H. R. 420 would neither 
give to any private developer the 50-year license period permitted under the 
Federal Power Act, nor enable a State or municipal agency to construct the project 
initially if it so desired. 

The Legislature of the State of New York has already declared its interest in 
the development of the Niagara River. It has expressly amended the laws creat- 
ing the Power Authority of the State of New York to provide for State develop- 
ment of the additional diversion at Niagara Falls if Congress should open the 
way to non-Federal use of that diversion. The privately owned utilities which 
are seeking authority to undertake this project have also made plans for construc- 
tion of this project and the distribution of the power which can be generated. 
If the powerplant, installed capacity, and annual output would be the same under 
either aegis, it might be necessary to see how the power output would be fitted 
into the economy of the area in order to determine which plan would be the best 
in the public interest. Until all feasible plans have been thoroughly studied, it 
would not seem to be possible to determine which plan of development would be 
most fully in the public interest. Anything less, of course, would not seem to 
be supportable. 

For the reasons stated, the Commission recommends early enactment of legis- 
lation which will provide for full use of these waterpower resources, but also rec- 
ommends that if non-Federal development is to be permitted under the Federal 
Power Act the policies of that statute be followed by permitting the issuance of 
a license to a State or municipal agency or to a privately owned company, which- 
ever presents plans found to be for the widest public benefit. 


FEDERAL POWER COMMISSION, 
By JEROME K, KUYKENDALL, 
Chairman. 


FEDERAL POWER COMMISSION, 
June 7, 1955. 


Report on H. R. 5377, 84th Congress, a bill to authorize the immediate construc- 
tion of certain works of improvement on the Niagara River for power purposes 


This bill would authorize redevelopment of the Niagara River to provide for 
an increase in the hydroelectric capacity on the United States side of the inter- 
national boundary. Construction of the works of improvement for such rede- 
velopment would be undertaken, as soon as practicable, by the Secretary of the 
Army through the Chief of Engineers in substantial accordance with the project 
plans outlined in the report of the Bureau of Power of the Federal Power 
Commission, dated September 28, 1949, and any related reports of the Chief 
of Engineers on this subject, with the expectation that the methods and proce- 
dures for the disposition of the project power will be determined and provided 
for by a subsequent act of Congress prior to completion of construction of the 
project. 

The Niagara Treaty under which this redevelopment would be undertaken 
became effective on October 10, 1950. Soon thereafter, the Hydroelectric Power 
Commission of Ontario started the Sir Adam Beck No. 2 development on the 
Canadian side which is planned for 1,375,000 kilowatts of generating capacity, 
of which a substantial portion is already in service with additional capacity 
going into operation from time to time. Canada has already used almost three 
times the flow used on the United States side for power development and will 
continue to do so until redevelopment will permit use of the United States half 
of the flow. 

While a detailed plan for redevelopment on the United States side has not been 
completed, general plans have considered an installation as high as 2,500,000 
kilowatts with an average annual output of about 12 billion kilowatt-hours. By 
comparison, the ultimate installed capacity of the Boulder project is 1,349,500 
kilowatts with an average annua! output of 5.3 billion kilowatt-hours. At Grand 
Coulee the ultimate capacity is 1,944,000 kilowatts with an average annual out- 
put of 15.6 billion kilowatt-hours. 

The continued failure to utilize the additional diversion permitted at Niagara 
Falls is having and inevitably must have an economic effect in the market area, 
and new power capacity must be installed to meet anticipated increases in the 
powerloads which are the result of economic growth. 
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Nonutilization of the additional diversion permitted at Niagara Falls repre- 
sents a continuing economic loss which in terms of fuel cost alone of equivalent 
steam power would amount to about $24 million annually. It is neither good 
business nor in the public interest to continue to waste these waterpower 
resources. 

Section 3 of the bill provides that “upon completion of the project, the dispo- 
sition of the project power shall be made in accordance with such methods and 
procedures, and by such persons and agencies, as shall hereafter be determined 
by act of Congress.” In addition, this question requires that the United States 
shall be paid the full cost to it of the construction of the project in the event 
the title to the project is transferred from the United States. 

The bill states that one of its purposes is to provide for immediate commence- 
ment of construction of the project and that construction need not be postponed 
pending a determination of the methods and procedures for disposition of the 
project power. 

The bill contemplates that within the next few years, and certainly in time 
for reasonable market planning prior to completion of construction, Congress 
will decide the one question which has delayed construction thus far; namely, 
what agency shall generate and sell the power. There is no apparent reason 
to believe that any events in the future will make this question any easier of 
solution within 3 or 4 years than now when the economic loss exerts pressure 
for immediate construction. If the bill should be enacted, the mere lapse of 
time as construction proceeds would appear to favor those who want the United 
States to generate and sell the power. To this extent at least the bill seems 
to take a definite position in favor of Federal operation. 

The Commission has previously recommended enactment of legislation which 
would permit the Commission to issue a license to any qualified applicant 
(private, municipal, or State) authorizing the redevelopment of the Niagara 
Falls for power and other purposes under the terms and conditions of the Fed- 
eral Power Act. Such legislation would be consistent with the general policy of 
complete analysis and fullest development which has been in effect since the 
enactment of the Federal Water Power Act in 1920 in the utilization of water- 
power resources by non-Federal agencies and would provide for consideration 
of all of the factors which should be considered under the Federal Power Act, 
including consideration, pursuant to section 7 (b) of the act, of the question of 
whether the redevelopment should be undertaken by the United States itself. 

Accordingly, the Commission recommends early enactment of legislation which 
will provide for full use of these waterpower resources. However, in view of 
the fundamental policy questions inherent in this bill, H. R. 5377, the Com- 
mission offers no recommendation as to the desirability of its passage. 

FEDERAL POWER COMMISSION, 
By JEROME K. KUYKENDALL, 
Chairman. 


FEDERAL POWER COMMISSION, 
June 7%, 1955. 


Report on H. R. 5706, 84th Congress, a bill to authorize the construction of certain 
works of improvement in the Niagara River for power and other purposes 


This bill would authorize redevelopment of the Niagara River to provide for 
an increase in the hydroelectric capacity on the United States side of the inter- 
national boundary, such redevelopment to be undertaken pursuant to a license 
under the Federal Power Act which the Federal Power Commission is authorized 
to issue to any qualified applicant, subject to certain license conditions specified 
in the bill. 

The Niagara Treaty under which this redevelopment may be undertaken be- 
came effective on October 10, 1950. Soon thereafter, the Hydro-Electric Power 
Commission of Ontario started the Sir Adam Beck No. 2 development on the 
Canadian side which is planned for 1,375,000 kilowatts of generating capacity, 
ef which a substantial portion is already in service with additional capacity 
g<oing into operation from time to time. Canada has already used almost three 
times the flow used on the United States side for power development and will con- 
tinue to do so until redevelopment will permit use of the United States half of 
the flow. 

While a detailed plan for redevelopment on the United States side has not been 
completed, general plans have considered an installation as high as 2,500,000 kilo- 
Watts with an average annual output of about 12 billion kilowatt-hours. by 
comparison, the ultimate installed capacity of the Boulder project is 1.349.500 
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kilowatts, with an average annual output of 5.3 billion kilowatt-hours. At Grand 
Coulee the ultimate eapacity is 1,944,000 kilowatts with an average annual out- 
put of 15.6 billion kilowatt-hours. 

The continued failure to utilize the additional diversion permitted at Niagara 
Falls is having and inevitably must have an economic effect in the market area, 
and new power capacity must be installed to meet anticipated increases in the 
powerloads which are the result of economic growth. 

Nonutilization of the additional diversion permitted at Niagara Falls repre- 
sents a continuing economic loss which in terms of fuel cost alone of equivalent 
steain power would amount to about $24 million annually. It is neither good 
business nor in the publie interest to continue to waste these waterpower re- 
sources and the basic purpose of the bill to authorize the redevelopment of such 
resources under the safeguards of the Federal Power Act is sound. 

Section 2 of the bill would require preference in the disposition of project 
power to be given to States, counties, and municipalities and their agencies or 
instrumentalities; to cooperatives or other nonprofit organizations; and to the 
Department of Defense and other defense agencies. Flexible withdrawal clauses 
would be required to be included in enough of the contracts with private com- 
panies to insure continued availability of a reasonable share of project power 
to the preference customers, and also the licensee would be authorized and di- 
rected to construct or acquire by contract such transmission lines or the use 
thereof as may be necessary to distribute such power to industrial users at or 
near the project site and to public or private agencies engaged in the distribution 
of power to ultimate consumers. These preference provisions would impose 
upon the Commission difficult administrative responsibilities which would be 
only remotely related to the present policies expressed by Congress in part I 
of the Federal Power Act. However, the Commission recognizes that the desir- 
ability of adopting such a policy is a question for congressional determination, 
and therefore expresses no opinion with respect to the wisdom of including 
these particular provisions in the bill. 

The licensee would be required to make a reasonable portion of the project 
power available for use within the economic market area in neighboring States 
and in the event of disagreement between the licensee and the power marketing 
agency in any such State with respect to the apportionment of power, the Fed- 
eral Power Commission would make such a determination in accordance with 
the preference priorities which would be set up under this bill. Precedence 
exists in the recently enacted Priest Rapids Dam bill authorizing issuance ot 
a Commission license for that site (Public Law 544, 83d Cong., approved July 
27, 1954; 67 Stat. 574), for giving the Commission authority to make such a 
determination, although that enactment does not embody the preference require- 
ments contained in the subject bill. A similar provision, without any preference 
provision, was included in the St. Lawrence license.’ Since the bil! does not 
specifically provide for notice and opportunity for hearing in connection with 
any determinations which the Commission may be called upon to make with 
respect to apportionment of power between States, it is suggested that consid- 
eration be given to the advisability of including language to clarify this point. 

Section 2 would further require inclusion of the license condition that contracts 
for the sale of project power to purchasers for resale contain provisions insuring 
reasonable resale rates to domestic and rural consumers and for passing on to 
the consumer a fair and proper share of the savings in costs of generation and 
transmission. While the Commission recognizes the desirability of furnishing 
electric energy to ultimate consumers at the lowest rates which shall reflect as 
nearly as possible the cost of the service (including the reasonable cost of or 
return on the money dedicated to the service), we wish to point out that the legal 
and administrative problems involved in implementing schemes for the passing 
on of such savings to consumers often present serious obstacles which are apt 
to render such proposals impracticable. Moreover, the control of resale rates 


1The Commission’s license issued July 15. 1953, to the Power Authority of the State 
of New York for the St. Lawrence power development (project No. 2000) contains the 
following condition : 

“Article 28. The licensee shall make a reasonable portion of the power capacity and a 
reasonable portion of the power output available for use within the economic market area 
in neighboring States and shall cooperate with agencies in such States to insure com- 
pliance with this requirement. In the event of disagreement between the licensee and 
the power marketing agencies (public and private) in any of the other States within the 
ecnomic market area, the licensee further agrees that the Commission may determine 
and fix the applicable portion of power capacity and power outnut to be made available 
hereunder and the terms applicable thereto: Provided, That if any State shall have 
designated a bargaining agency for the procurement of such power capacity and power 
output on behalf of such State, the licensee shall cooperate and deal only with such agency 
in that State.” 
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by the device of license conditions as proposed in this bill does not appear neces- 
sary to the protection of the public interest because, in the case of sales for 
resale to public bodies, these bodies presumably are directly responsible to their 
customers and are fully protecting the mterests of these customers, and with 
respect to sales to private utilities it is reasonable to assume that effective State 
regulation will adequately safeguard the iuterests of ultimate consumers. If is 
recommended that these provisions relating to the control of rates for resale of 
project power be deleted from the bill. 

Section 2 (6) of the bill would also require the licensee in cooperation with the 
appropriate agency of the State of New York concerned with development of 
State parks to construct a scenic drive and park on the American side of the 
Niagara River near the Niagara Falls. The cost of such scenic drive and park 
would be included in the licensee’s net investment in the project. There is an 
existing park and recreational development along the American shore and on 
Goat Island which is under the jurisdiction of the Niagara Frontier State Vark 
Commission (of New York). Therefore, without further clarification, question 
may arise as to whether this provision of the hill constitutes an invasion of the 
Park Commission’s authority and functions. In any event, there would seem to 
be no serious objection to requiring the licensee to contribute a reasonable 
amount to the cost of improving or extending the existing park facilities. 

The 1950 treaty calls for the equal sharing by the United States and Canada of 
remedial works for the enhancement and protection of the beauty of the falls 
to be constructed under the supervision of the International Joint Commission. 
Section 2 (6) of the bill requires the licensee at its own expense and as a part 
of the cost of the project to pay for the United States share of such remedial 
works. The Commission is in accord with this provision. 

For the reasons stated, the Commission urges early enactment of legislation 
which will provide for full use of these water-power resources, but recommends 
that consideration be given to modification of the bill along the lines suggested 
herein. 

FEDERAL POWER COMMISSION, 
JEROME K. KUYKENDALL, Chairman. 


FEDERAL POWER COMMISSION, 
June 7, 1955. 


Report on H. R. 5878, 84th Congress, a bill to authorize the construction of certain 
works of improvement in the Niagara River for power and other purposes 


This bill would authorize redevelopment of the Niagara River to provide for 
an increase in the hydroelectric capacity on the United States side of the interna- 
tional boundary, such redevelopment to be undertaken pursuant to a license under 
the Federal Power Act which the Federal Power Comunission is authorized and 
directed to issue to the New York Power Authority, subject to certain license 
conditions specified in the bill. 

The Niagara Treaty under which this redevelopment may be undertaken became 
effective on October 10, 1950. Soon thereafter, the Hydro-Electric Power Com- 
mission of Ontario started the Sir Adam Beck No. 2 development on the Canadian 
side which is planned for 1,375,000 kilowatts of generating capacity, of which a 
substantial portion is already in service with additional capacity going into oper- 
ation from time to time. Canada has already used almost three times the flow 
used on the United States side for power development and will continue to do so 
until redevelopment wil! permit use of the United States half of the flow. 

While a detailed plan for redevelopment on the United States side has not been 
completed, general plans have considered an installation as high as 2,500,000 kilo- 
watts with an average annual output of about 12 billion kilowatt-hours. By 
comparison, the ultimate installed capacity of the Boulder project is 1,349,500 
kilowatts with an average annual output of 5.3 billion kilowatt-hours. At Grand 
Coulee the ultimate capacity is 1,944,000 kilowatts with an average annual output 
of 15.6 billion kilowatt-hours. 

The continued failure to utilize the additional diversion permitted at Niagara 
Falls is having and inevitably must have an economic effect in the market area 
and new power capacity must be installed to meet anticipated increases in the 
powerloads which are the result of economic growth. 

Nonutilization of the additional diversion permitted at Niagara Falls repre- 
sents a continuing economic loss which in terms of fuel cost alone of equivalent 
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steam power would amount to about $24 million annually. It is neither good 
business nor in the public interest to continue to waste these waterpower resources 
and the basic purpose of the bill to authorize the redevelopment of such resources 
under the safeguards of the Federal Power Act is sound. 

The bill provides that the redevolpment shall be made only by the New York 
Power Authority, a public agency of the State of New York. While one of the 
basic purposes of the Federal Power Act is to enable State and municipal agen- 
cies to develop waterpower resources consistently with the public interest, never- 
theless, the Federal Power Act also affords to privately owned companies and 
others an opportunity to utilize waterpower resources with full protection both 
to investors and to the general public, and requires the Commission to determine 
what proposals for development are best adapted to comprehensive plans for the 
widest public benefit. If the plans of a State or municipal agency for a partic- 
ular development are deemed by the Commission to be better than or equally as 
well adapted as the plans of a privately owned company to conserve and utilize 
the water resources of the area in the public interest, section 7 (a) of the act 
explicitly requires the giving of a preference to such public agencies in the issu- 
ance of a license. 

This bill, therefore, by directing issuance of the license to a particular public 
agency, would constitute a deviation from the general policy of complete analysis 
which has been in effect since 1920, and would preclude the consideration of all of 
the factors which should be considered under the Federal Power Act. 

The Legislature of the State of New York has declared its interest in the devel- 
opment of the Niagara River. It has expressly amended the laws creating the 
Power Authority of the State of New York to provide for State development of 
the additional diversion at Niagara Falls if Congress should open the way to 
non-Federal use of that diversion. The privately owned utilities which desire 
to undertake this project have also made plans for construction of this develop- 
ment and the distribution of the power which can be generated. If the power- 
plant installed capacity, and annual output would be the same under either aegis, 
it might be necessary to see how the power output would be fitted into the economy 
of the area in order to determine which plan would be the best in the public 
interest. Until all feasible plans have been thoroughly studied, it would not 
seem to be possible to determine which plan of development would be most fully 
in the public interest. Anything less, of course, would not seem to be supportable. 

Section 2 of this bill would require preference in the marketing of power to be 
given to counties and municipalities and their instrumentalities; to agencies of 
New York State; to rural electric cooperatives: and to United States defense 
agencies. Withdrawal clauses would be required in all contracts with private 
utilities to insure continued availability of power to preference customers, and 
also the licensee would be required to construct or acquire by purchase or other 
agreement transmission lines to distribute such power to preference customers, 
to privately owned companies, and to neighboring States. These preference pro- 
visions would impose upon the Commission difficult administrative responsibili- 
ties which would be only remotely related to the present policies expressed by 
Congress in part I of the Federal Power Act. However, the Commission recog- 
nizes that the desirability of adopting such a policy is a question for congressional 
determination, and therefore expresses no opinion with respect to the wisdom 
of including those particular provisions in the bill. 

The licensee would be required to make a reasonable portion of the project 
power available for use within economic transmission distance in neighboring 
States and in the event of disagreement between the licensee and the power- 
marketing agency of any such neighboring State with respect to the apportion- 
ment of power, the Federal Power Commission would make such a determina- 
tion after notice and hearing and in accordance with the preference priorities 
which would be established by this bill. Precedence exists in the recently 
enacted Priest Rapids Dam bill authorizing issuance of a Commission license for 
that site (Public Law 544, 83d Cong., approved July 27, 1954; 67 Stat. 574) for 
giving the Commission authority to make such a determination, although that 
enactment does not embody the preference requirements contained in the sub- 
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ject bill, A similar provision, without any preference provision, was included 
in the St. Lawrence license.’ 

Section 2 would further require inclusion of the license condition that con- 
tracts for the sale of project power to purchasers for resale contain provisions 
insuring reasonable resale rates to domestic and rural consumers. While the 
Commission recognizes the desirability of furnishing electric energy to ultimate 
consumers at the lowest rates which shall reflect as nearly as possible the cost 
of the service (including the reasonable cost of or return on the money dedicated 
to the service), we wish to point out that the legal and administrative problems 
involved in implementing schemes for the passing on of such savings to con- 
sumers often present serious obstacles which are apt to render such proposals 
impracticable. Moreover, the control of resale rates by the device of license 
conditions as proposed in this bill does not appear necessary to the protection 
of the public interest because, in the case of sales for resale to public bodies, 
these bodies presumably are directly responsible to their customers and are 
fully protecting the interests of these customers, and with respect to sales to 
private utilities, it is reasonable to assume that effective State regulation will 
adequately safeguard the interests of ultimate consumers. It is recommended 
that these provisions relating to the control of rates for resale of project power 
be deleted from the bill. 

Section 2 (b) (6) of the bill would require the licensee in cooperation with a 
New York State agency to submit for Commission approval a plan for the con- 
struction of a scenic drive and park on the American side of the Niagara River 
near the Niagara Falls and to participate in the cost of such development to such 
extent as the Commission may approve. There is an existing park and recrea- 
tional development along the American shore and on Goat Island which is under 
the jurisdiction of the Niagara Frontier State Park Commission (of New York). 
Therefore, without further clarification question may arise as to whether this 
provision of the bill constitutes an invasion of the Park Commission’s authority 
and functions. In any event, there would seem to be no serious objection to 
requiring the licensee to contribute a reasonable amount to the cost of improving 
or extending the existing park facilities. 

The 1950 treaty calls for the equal sharing by the United States and Canada 
of remedial works for the enhancement and protection of the beauty of the falls 
to be constructed under the supervision of the International Joint Commissicn. 
This bill does not require the licensee to pay the United States share of the cost 
of the Niagara remedial works now under construction. The Commission has 
consistently recommended that the United States should retain ownership of 
these remedial works and that whatever legal entity builds and operates the 
power facilities on the United States side should pay the full United States share 
of the cost of such works assigned to the United States. 

For the reasons stated, the Commission urges early enactment of legislation 
which will provide for full use of these water-power resources, but recommends 
that if non-Federal development is to be permitted under the Federal Power Act 
the policies of that statute be followed by permitting the issuance of a license 
to a State or municipal agency or to a privately owned company, whichever 
presents plans found to be for the widest public benefit, and further recom- 
mends that consideration be given to modification of the bill in other respects 
along the lines suggested herein. 

FEDERAL Power COMMISSION, 
By JERoME K, KUYKENDALL, 
Chairman, 


1The Commission's license issued July 15, 1953, to the Power Authority of the State 
of New York for the St. Lawrence power development (project No. 2000) contains the 
following condition : 

“Article 28. The licensee shall make a reasonable portion of the power capacity and a 
reasonable portion of the power output available for use within the economic market area 
in neighboring States and shall cooperate with agencies in such States to insure com- 
pliance with this requirement. In the event of disagrement between the licensee and 
the power-marketing agencies (public and private) in any of the other States within the 
economic market area, the licensee further agrees that the Commission may determine 
and fix the applicable portion of power capacity and power output to be made available 
hereunder and the terms applicable thereto: Provided, That if any State shall have 
designated a bargaining agency for the procurement of such power capacity and power 
output on behalf of such State, the licensee shall cooperate and deal only with such 
agency in that State.” 
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Mr. Buarnix. Mr. Gatchell, do you have a prepared statement / 


STATEMENT OF WILLARD W. GATCHELL, GENERAL COUNSEL, 
ACCOMPANIED BY JOHN C. MASON, DIVISION OF HYDROELECTRIC 
AND LICENSED PROJECTS, FEDERAL POWER COMMISSION 


Mr. Garcuett. Mr. Chairman and members of the committee. My 
name is Willard W. Gatchell and I am Genera! Counsel for the Fed- 
eral Power Commission. 

In response to the request of your chairman, the Commission has 
reported on the following bills for redevolpment of the Niagara Falls: 
H. R. 142, H. It. 420, 1. R. 5377, H.R. 5706, and H. R. 5878. 

In each of these reports the Commission has pointed to the de- 
sirability for prompt utilization of the waterpower resources that 
may be developed at Niagara Falls by utilizing the additional di- 
version authorized under the Niagara Treaty signed February 27, 
1950, and ratified by the Senate of the United States on August 9, 
1950. The Comnission’s views are otherwise fully set forth in its 
reports on these bills. 

I might point out, however, that the licensing provisions of the 
Federal Power Act were originally enacted as the Federal Water 
Power Act, approved June 10, 1920 (41 Stat. 1063). For many 
years the development of waterpower resources subject to Federal 
jurisdiction has been a matter of national concern. President 
Theodore Roosevelt and President Howard Taft, in vigorous vetoes 
returning special legislation for waterpower development, laid down 
the principies under which non-Federal interests, both public and pri- 
vate, should develop these resources which are inherently the property 
of the public in general. During the administration of President 
Woodrow Wilson the attention of Congress was repeatedly drawn by 
the President to the necessity for general legislation of this type. 
Many committees in Congress considered various proposals and finally 
the Water Power Act was passed with provisions which remain sub- 
stantially unchanged to this day in this regard. 

The Commission does not support any of the bills now under con- 
sideration, but does urge enactment of legislation which will per- 
mit utilization of the additional diversion under proper safeguards. 

Messrs. John C. Mason, Assistant General Counsel in charge of hy- 
droelectric projects, and Thomas M. Crum of the Commission’s Bureau 
of Power, are also present with me in case there are any questions 
of the committee which we may be able to answer. 

Mr. Buarnix. Thank you, Mr. Gatchell. Are there any questions 
to my right ? 

( No response. ) 

Mr. Buarnik. Any questions to my left? 

Mr. Mack. Mr. Gatchell, if private people should build this plant 
who would regulate the rates on the power sold in interstate commerce 
in Connecticut or panes ene é 

Mr. Garcne.i. I doubt if any power would reach Connecticut. It 
would certainly go to Ohio and Pennsylvania. 

Mr. Mack. If it did, who would make the determination on rates? 

Mr. Garcurii. The Federal Power Commission would regulate the 
rates on that power which moved in interstate commerce until it got 

to the distribution companies, and then the State agencies for the 
respective States would regulate the rates of the distribution 
companies. 
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Mr. Macx. Thank you. That is all. : 
Mr. Donprro. I have just one question inasmuch as the subject 
has been brought up. How much of the power would go to Ohio and 
Pennsylvania ‘ 

Mr. Garcue.e. I do not believe, Congressman Dondero, that any 
figures can be given specifically. This whole area would receive the 
benefits of this power. It is low-cost power regardless of who develops 
it, and the same power output would be available no matter who 
develops it. But the distribution is a matter of considerable impor- 
tance. As Colonel Whipple said it can only be distributed as hydro- 
electric produced power in conjunction with the steam electric plants 
that are in that neighborhood, that is, the steam electric plants with- 
in the economic transmission distance. The manner of distribution 
is of considerable importance. 

I know of no plans which go down to the details as to how much 
power would move into Ohio, or Pennsylvania, or remain in New 
York State. 

Mr. Donpero. All the steam plants with the present equipment for 
the distribution of power in this whole area are established and are 
private enterprise, are they not ¢ 

Mr. Garcue... There are no large public power operations in this 
area. There are some smal] REA’s and municipalities which do have 
plants within economic transmission distance of this plant, and have 
distribution systems. 

Mr. Donprro. The reason I ask you the questions I did is this: My 
recollection is that only a very small percentage of the power would 
reach Pennsylvania and Ohio. Most of it would be inside the State 
of New York. 

Mr. Gatcue.i. I assume that would be correct under any circum- 
stances. 

Mr. Donprero. Thank you very much. 

Mr. Buarnik. If there are no further questions, thank you very 
much, Mr. Gatchell. We have with us a colleague whom we have de- 
tained for some time—Congressman Irwin D. Davidson of New York, 
the author of H. R. 5878 which provides for development of power by 
the New York State Power Authority. Mr. Davidson, we shall wel- 
come you before the committee this morning if you have a statement to 
make. 


STATEMENT OF HON. IRWIN D. DAVIDSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Davipson. Thank you very much, Mr. Chairman and members 
of the committee. 1 appreciate your courtesy in permitting me to 
make a very brief statement in support of my bill, H. R. 5878. 

I may say I am aware of the fact that the first bell has sounded and 
you gentlemen are eager to get to the floor of the House, so I will 
be extremely brief. I want to tell you in presenting this bill the objec- 
tives are to fulfill the obligations of the United States under the treatv 
of February 27, 1950, and the reservation attached thereto by the 
United States Senate, and safeguarding the development of the United 
States share of the waters of the Niagara River in the best interests of 
all concerned. 

[ assume the members of this committee have made a study of the 
various bills having to do with the development of the Niagara River 
power and the beautification and development of the scenic features of 
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the Niagara, and that they need no briefing from me as to what we are 
trying to do here. 

My bill would authorize and direct the Federal Power Commission 
to issue a license to the New York State Power Authority to construct 
and operate a hydroelectric project to utilize the United States share 
of the waters of the Niagara River. 

There are certain conditions specified in my bill which state that 
the Federal Power Commission in issuing such a license to the power 
authority must include these conditions. This is the nub of the differ- 
ence between my bill and the bills of various other Members, Senator 
Capehart and Mr. Dondero’s bill, and others, which are before this 
committee for consideration. 

My bill, and the bill which is introduced as a companion bill by 
Senator Lehman in the Senate, would give mandatorily equal prefer- 
ences to four categories of consumers. These are (1) counties and 
municipalities; (2) agencies of the State of New York. When I say 
agencies of the State of New York, that is a catchall phrase which 
would include power districts which might be set up, and State func- 
tionary agencies. (5) Rural electric nonprofit cooperatives, which 
have been set up in the State of New York by law; and (4) defense 
agencies of the United States. 

These are four primary preferences. Paragraph 2 of the bill auth- 
orizes the power authority under such a license to construct or acquire 
such transmission facilities. Either to construct and buy them or to 
lease them, as may be necessary to take power from the project itself 
and make it available in wholesale quantities to the preference cus- 
tomers, the four categories I have just named, or to privately owned 
companies and to neighboring States under certain circumstances, 
which time does not permit me to elaborate upon at this moment. 

The neighboring States receiving such power must likewise pro- 
vide for the preferences which I have just indicated exist in section 
2 of the bill. 

Paragraph 4 of section 2 directs the New York State Power Author- 
ity to sell and distribute project power primarily for the benefit of 
the people as consumers, especially domestic and rural consumers. 
The rates are to be the lowest possible within reason, and such as to 
encourage the widest possible use. 

As you gentlemen know, it is only by wide use of electric power 
that prices come into line and become reasonable. And by that sort 
of distribution of power and the fact that such a plan very frankly 
and honestly would be a yardstick and an example for the rest of the 
State we would have benefits to all of the hydroelectric power con- 
sumers of the State, regardless of whether or not they could actually 
buy from one of these four preference categories or not. 

I feel that time does not allow me to go into this rather lengthy 
statement which I have prepared. I do think my bill is in consonance 
with section 7 (a) of the Federal Power Act which in part states: 

In issuing preliminary permits hereunder or licenses where no preliminary 


permit has been issued and in issuing licenses to new licensees under section 15 
hereof the Commission shall. * * * 


That is mandatory— 
give preferance to applications therefor by States and municipalities. * * * 


I think recently in my own State of New York, Congress was bypassed 
in regard to the St. Lawrence Power Authority, and I do not think 
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that should happen again. I think in the very terms of the 1950 treaty 
and in the terms of the Power Authori ity Act there is a direction and 
a history and a basis for the preferences which are the very nub of 
my bill. 

The law in the State of New York which created the New York State 

Power Authority is in complete line and conformity again with the 
intent of Congress, with the treaty and with the Feder: al Power Act, 
and I have quoted just a portion of that wherein it says: 
* * * municipalities and other subdivisions of the State now or hereafter author- 
ized by law to engaged in the distribution of electroc power may secure a reason- 
able share of the power generated by such projects, and shall sell the same or 
cause the same to be sold to such municipalities and political subdivisions at 
prices representing cost of generation, plus capital and operating charges, plus 
a fair cost of transmission * * * 

Mr. Scuerer. Pardon me. You do not include any taxes in that? 

Mr. Davipson. That is correct. There is a great savings in this type 
of power to the people, The tax saving it is estimated will be in ‘the 
neighborhood of—I think the figure is "$23 million. And the saving 
in the cost of financing, since the securities of the New York Power 
Authority sell—and I think Mr. Machrowicz asked that question—at 
314 percent and the private companies have greater difficulty in their 
financing in that they not alone have to pay fairly large returns which 
are not guarantted as are the securities of the New Y ork State Power 
Authority, but in addition to that the private companies have to pay a 

rent, which would not be included, to the State of New York. 

Mr. Scuerer. What I meant, Mr. Davidson, is that the New York 
Power Authority will not pay any taxes to the Federal Government on 
this project, nor to the local authorities, will it? 

Mr. Davinson. That is true. And that is the case in connection with 
every power project which the Federal Government has embarked 
upon and provided throughout the United States; TV A, Grand Coulee 
Dam, or any place you might want to go. That is the situation. But 
the effect of these Federal projects or licensing by the Federal Power 
Commission to the New York State Power ‘Authority would be to 
benefit all of the people with more power and with more reasonable 
rates, and I think it would be a very great benefit to the people. 

Mr. Scurrer. If it was developed by the private power companies 
the poor people would benefit too, would they not, from the power 
generated ? 

Mr. Davinson. I do not think that that follows. No, I do not think 
so. 

Mr. Scnerer. Would not the same amount of power go out whether 
it ts developed by the State or the Federal Government or a private 
company ? 

Mr. Davinson. I do not think we have enough. I think that the 
western section of New York State and northeastern section of the 
United States generally, are desperately in need of additional electric 
power, and I have a table and figures to show it. 

Mr. Scuerer. I understand that, but the actual power available to 
the people will be there, whether it is developed by the Federal Govern- 
ment, the State Government or the private companies, will it not? 

Mr. Davinson. I beg your pardon ¢ 

Mr. Scuenrer. I say “the actual new power available will be the same 
whether this propect is developed by the Federal Government or 
the State Government, or by private power companies. 
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Mr. Daviwson. If private enterprise were to furnish this additional 
power—and I have some tables here which show that the New Eng- 
land-New York Interagency Committee in its report made this spring 
estimated that in the marketing area for power from redevelopment 
of the Niagara River, 3.561.000 kilowatts of additional capacity will 
be needed by 1960 and an additional 12,145,000 kilowatts will be 
needed by 1975. 

It is true that this could be done by private enterprise. There is 
no question about that. And it is true private enterprise would pay 
taxes. But it is likewise true that the power which is available to 
us from the Niagara area and the Niagara district is something 
which is available to us from a resource that belongs to all of the 
people of the State of New York and the country and the Nation. It 
is also true that if we utilize it through licensing by the Federal 
Power Commission to the New York State Power Authority we 
would have a yardstick which would bring down rates to the people 
inumeasurably. That has been the practice wherever the Federal Gov- 
ernment has put up such a yardstick. 

T am not in favor of eliminating private enterprise from the utility 
field but I do think that it has been beneficial to the consumer and 
to the public generally to have interspersed at appropriate points 
throughout the Nation these yardstick powerplants so that they get 
the benefit of this cheaper power. 

Mr. Scueren. I realize that the consumer will get cheaper rates, but 
does he not get cheaper rates solely because the public power develop- 
ment is subsidized through the Federal Government, through the 
failure of the public agency to pay taxes ? 

Mr. Davinson. No, sir. With all due respect I think that is only 

fraction of the answer. I think the consumer gets cheaper rates 
not because of subsidization; but he gets cheaper rates because, No. 1, 
there is more power produced, and when there is more power produced 
that helps to bring the price of it down. 

Mr. Scuerer. How is more power produced / 

Mr. Becker. I think if the gentleman will yield we are getting con- 
fused. There is no question of producing more or less power, because 
a private company will produce as much as the State or the Federal 
Government. It has nothing to do with that. The amount of power 
will not fix the rate. It is based on the cost of power. 

Mr. Davipson. I will tell you why I make that statement, Mr. 
Becker. You appreciate that the northeastern part of the United 
States, and the State of New York, enjoy one of the highest rates 
in the United States, and I have figures to show that. That pro- 
duces 2 result which makes a lot of business leave New York. That 
produces the result of making large consumers go elsewhere where 
they have cheaper power facilities. 

Mr. Scuerer. But I do not want my people down in Cincinnati 
subsidizing those rates so that you get cheaper rates in New York. 

Mr. Davinson. I will come to that. These people run away and 
as they run away less power is produced. There is a lesser volume. 
If they were to stay there there would be a greater usage, which 
would help to bring down the price. 

In addition to that, the history of any Federal participation in 
power production has shown the effect of the yardstick in bringing 
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dlown power prices. In 1930 in the city of New York there was a 
fellow by the name of La Guardia who merely threatened one day to 
put up a yardstick plant, and there was a readjustment downward for 
the benefit of the consumers for all of the costs of power in the city 
of New York by the Consolidated Edison Co., which is the very threat 
I would like to their rates. 

Mr. Scuerer. If your utility companies are charging too much, why 
does not your public service commission reduce the rates ? 

Mr; Davinson. Well, sir, I do not think they have been as effective 
as I would like to see in all cases. 

Mr. Brarntk. Are there any further questions ? 

Mr. Jons. I have one question. Mr. Davidson, I was interested in 
your explanation of the preference section of your bill. If this bill 
is passed, do you think that the language would be sufficient to safe- 
guard these preference customers under item 4, with the Federal Gov- 
ernment being one of the preference customers / 

Mr. Davinson. You mean defense agencies of the United States / 

Mr. Jones. Yes. 

Mr. Davinson. I do believe that. 

Mr. JonEs. Do you have language to suggest to the committee on 
how we could write the bill in order not to have a recurrence of an) 
Dixon- Yates proposal ; that is, having some defense agency acquire the 
energy for some private utility ¢ 

Mr. Davipson. I believe this: Iam so glad you brought that up. If 
these is any question as to whether or not there will be another Dixon- 
Yates situation I think this preference would have been violated. I 
think that the preference is quite absolute in our bill. That is the 
distinguishing — between my bill and my good friend Congress- 
man Bue kley’s bill. I do not think that his is a discretionary situa- 
tion. 

Mr. Jones. We will join you in the hopes that if this provision is 
enacted—and I hope it will be in any bill—that we will not have 
Federal agencies acquire electricity to the benefit of some private 
utility company over the interests of the people who own the properts 
there, 

Mr. Davipson. There are 5 utility companies en the State of New 
York who produce approximately 94 percent of all the power that 
is used in the State of New York. and we need a whole lot more power. 
I think that the preference provisions of this bill, which are the very 
nub of it, are the most definite of any of the various bills which have 
been offered to the Congress for consideration. Some, of course, like 
Senator Capehart’s bill, and my good friend Mr. Dondero’s bill, ive 
no preference whatsoever to the municipalities or counties or agencies 
of the State, and so on and so forth. 

Mr. Jones. I know my good friend Mr. Dondero is a very generous 
man and I am quite sure before the hearing is over he is going to 
change his mind on it. 

Mr, Davinson. I know of his great interest in this matter and indeed 
I respect his ability and bow to his superior experience in this field. 

Mr. Donnero. May I ask a few questions ? 

Mr. BuatniK. Is the gentleman from Alabama through ? 

Mr. Jones. All through. 
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Mr. Donvero. I know my able colleague from New York was not 
here 2 years ago and I want to ask him this question. How do you 
account for the fact that the people in upper New York State and 
particularly in the area to be served by this power were practically 
unanimous before this committee in asking that that power be devel- 
oped by private enterprise, including labor unions? How do you 
account for their position and yours ? 

Mr. Davinson. Well, sir, if I may answer that, Mr. Dondero, inso- 
far as the labor unions are concerned I believe there are two locals who 
have the feeling that they have greater difficulty in making their col- 
lective bargaining agreements with cooperatives or certain municipali- 
ties, and so on. On the national basis and in the broader field, the 
A. F. of L. and the CIO, I am reliably informed, are entirely in favor 
of this type of legislation and this type of preference in the bill. In- 
sofar as our State of New York is concerned, I go back for over 30 
years. When I was a member of the New York State Legislature for 
about 14 years I listened with great interest to the fight. Of course I 
was not there in the days of C harles Evans Hughes or Al Smith. But 
Charles Evans Hughes and Al Smith and Fr -anklin D, Roosevelt and 
Senator Herbert Lehman, and even Tom Dewey—who recently took 
the position that was a little different—and our present Governor, 
Averell Harriman—they have all expressed the thought that it was 
the State’s policy to dev elop the Niagara and St. Lawrence by the State 
and not by private enterprise. 

It has not been a political issue. The entire State, I think, has been 
united in its desire that a State agency develop this power. Spokes- 
men for both political parties have stated it and it is in both political 
party platforms. 

Mr. Donvero. Do you think that the people up there in New York 
State in presenting their views to this committee as they did—and I 
repeat practically unanimously they were in favor of private enter- 
prise doing this—do you think they are mistaken ? 

Mr. Davinson. I do not know whether they are mistaken or not. I 
do not know what they said because I was not here but I would be 
inclined to believe there would be possibly more than meets the eye. 
If those people were speaking not with respect to some abstract, ab- 
struse philosophy, but rather the interests of the person who has to buy 
electricity I think they would be interested in seeing that that individ- 
ual consumer gets it as cheaply as possible. 

Mr. Donvero. This committee heard testimony to the effect that it 
wis quite a political issue up there in the Niagara area. And the man 
who won out, introduced a bill against them. That was Mr. Miller. 
He made it an issue and they elected him by an increased majority. 

Mr. Davipson. Mr. Dondero, of course I have been in politics long 
enough, although I am only a freshman here 

Mr. Donvero. I am somewhat of a novice myself. 

Mr. Davinson. I have been in politics long enough to know we can 
never ascribe anybody’s defeat to any certain reason. There is gen- 
erally a cone atenation of reasons that are quite obscure. Sometimes it 
is a man’s personality and sometimes it was a political leader’s com- 
ment. or something like that which affected it. 

We do not know the answer to that. 

Mr. Donpero. But I want to make it clear for the record. Do you 
know that the Federal Power Commission filed a report with us to the 
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effect that the power is reasonably ample, that is being developed there, 
and he power needed is only to meet anticipated or future needs. 

Mr. Davinson. Yes, sir. In 1960 we will certainly need more. The 
probability is that the power might be adequate and will remain so if 
we do not have any more companies or business running away from 
New York State, but we would like to keep as much business as we can, 
and expand the busifress as much as we can in that area of the United 
States he cheap power and reasonable rates. 

Mr. Scuerer. Is any of that business moving down to the TVA area, 

-do you know ¢ 

Mr. Davinson. I only know that the people down there were up in 
arms when they thought anybody was going to do anything to dis- 
turb TVA. 

Mr. Jones. To get the record straight, Mr. Davidson, to my knowl- 
‘edge there is not a single one in the TVA that moved out of your area. 
I assure you, coming from the TVA area as I do, that I am just as 
anxious to see the development of those natural resources that belong 
to the Federal Government in that area as I am to see TV A expanded 
to take care of its needs and its people. 

Mr. Becker. I have just one brief question. In most of your testi- 
mony the question is between public and private power, and also testi- 
mony on the different bills. Is not the question of the rates based on 
the finaneing of bonds for construction and operation? Is that cor- 
rect ¢ 

Mr. Davinson. Not alone that. 

Mr. Becker. On what other basis would the difference in the rates 
be based than the cost of the issuance of bonds by the private com- 
pany, or the New York State Power Authority, or the Federal Gov- 
ernment? What other factor would enter into the cost ? 

Mr. Davinson. Taxes. 

Mr. Becker. The difference in taxes paid by the private people. I 
am talking about the cost of building, and not about the cost of oper- 
ation, on which rates will be based. But I am talking about the cost 
of the construction of the project, or the $424 million needed to finance 
it. I thmk it is something in that neighborhood. The financing 
would be done by the sale of Federal bonds at 214 percent. Is that 
correct ¢ 

Mr. Davipson. Yes, sir. 

Mr. Brecker. As against the statement made here earlier that the 
private power company would finance it for about 5 to 51% percent. 
Those are the figures we have. 

Mr. Davipson. You do not have to pay any rent for the use of the 
water as the utilities now do. 

Mr. Brecker. But the taxpayers of the State of New York get credit 
for that. 

Mr. Davinson. Yes. Governor Harriman is perfectly willing that 
the people should have the benefit and that there should be no rent paid 
on the use of this water if it is used by the New York State Power 
Authority. ; 

Mr. Becker. Let me ask you this: Some of the Federal Govern- 
ment’s bonds even today are selling under par. They are not all 
selling up to par. You cannot take some of your $500 Government 
bonds and get $500 for them right off the bat. They sell under par 
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at times. The Government is selling bonds at 214 percent. It is 
based on what? On the credit of the United States. 

Mr. Davipson. That is right. 

Mr. Becker. As against the credit of the private business, or the 
New York State Power Authority. 

Mr. Davipson. Yes. 

Mr. Becker. On what does the United States*Government base its 
credit? How does it receive the credit which it uses as a base for such 
a low rate? Is it not based on the revenues received by the United 
States Government ? 

Mr. Davison. No. I think our present discussion is a little bit 
extraneous and not completely germane for this reason. Over in the 
Banking and Currency Committee I am beginning to learn a lot of 
things I never knew before about mar keting and economic supports 
by the United States Government and the policy of letting these bonds 
slip below par and then suddenly be bought in by the hundreds of 
railliones by various institutions, and then letting them go up again 
and down again; and the artificial manipulation of these bonds is 
somewhat a disgrace that will be exposed 

Mr. Brecker. Let me interrupt. 

Mr. Davinson. I want to finish my sentence. That will be exposed 
by Wright Patman’s resolution. 

Mr. Becker. I think we have to stick to the point. The rate on 
bonds, whether they are private industry or the Federal Government, 
is based upon revenue. 

Mr. Davinson. That is right, but the New York Power Authority 
bonds are always sold above par. 

Mr. Becker. They have not had any New York State Power Au- 
thority. Their first bonds are on the St. Lawrence seaw ay power 
project. 

Mr. Davinson. That is right. 

Mr. Becker. And it is just being disposed of in the past 6 months. 

Mr. Davinson. That is right. 

Mr. Becker. So that they could not have an opportunity to fluctuate 
one iota at the present time. 

Mr. Davipson. They are not below par. 

Mr. Becker. They have not had a chance to fluctuate because they 
are just getting into the sale of them. But the actual fact of the 
matter remains that the sale of bonds depends on credit, whether it is 
the United States Government or private enterprise. 

Mr. Davinson. Yes. 

Mr. Brecker. So the credit of the United States Government de- 
pends on revenue, and we can get revenue from the people paying 
taxes and from the utilities paying taxes into the Federal Govern- 
ment. 

Mr. Davinson. That is right. 

Mr. Brecker. So we must depend on our private business of ws 
country to pay their taxes which brings revenue into the Federa 
Government in order to support low-rate bonds for the Guriamenet: 
operated projects. That is all. 

Mr. Buatnrx. Thank you. If there are no other questions we want 
to proceed with some of the other witnesses, with the permission of 
the members. 

Mr. Davipson. Thank you very much. 
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Mr. Biarnik. Without objection the prepared statement of Mr. 
Davidson will be made a part of the record at this point. 
(The prepared statement of Mr. Davidson is as follows :) 


STATEMENT IN Favor OF H. R. S&78 


In presenting this bill (H. R. 5878) for the consideration of the Congress, I have 
in mind that in adopting it the right and just course, for which there is ample 
precedent, will be followed. 

The objectives of the bill are to fulfill the obligations of the United States 
under the treaty of February 27, 1950, and the reservation attached thereto by 
the United States Senate, and safeguarding the development of the United 
States share of the waters of the Niagara River in the best interests of all con- 
cerned. In the best interests of the Nation, the State of New York, and of the 
ecnsumers of such electricity as may result from such development. 

In the opening section it is recognized that the reservation stipulated by the 
Senate in approving the treaty of February 27, 1950, is to be met and that this 
bill would constitute compliance with this reservation and is consistent there- 
with. 

Section 2 would authorize and direct the Federal Power Commission to issue 
a license to the New York State Power Authority to construct and operate ¢ 
hydroelectric project to utilize the United States share of the waters of the 
Niagara River. It states that in addition to the conditions usually deemed 
necessary under the Federal Power Act, other conditions be applicable in this 
instance, 

Additional conditions specified herein are that the Federal Power Commis- 
sion in issuing such a license be assured by the power authority that in con- 
tracting for the disposition of project power it shall give equal preference to 
four categories of consumers. These are: (1) counties and municipalities; 
(2) agencies of the State of New York; (3) rural electric nonprofit cooperatives ; 
and (4) the defense agencies of the United States. 

This is no more than the so-called preferential clause contained in authoriza- 
tions of all and every Federal hydroelectric power project throughout the 
United States since 1906. It has long been sanctioned by custom and by law. 
The only additional element is the defense agencies of the United States. I 
du not believe that there could possibly be any objection to that. The national 
defense is of paramount importance and in the present-day world such assurance 
is a minimum requirement, to say the least. 

-aragraph 2 also authorizes the power authority to construct or acquire such 
transmission facilities as may be necessary to make power from the project 
available in wholesale quantities to the preference customers, privately owned 
companies, and to neighboring States under certain circumstances. 

These latter circumstances are that a reasonable portion of project power 
within economic transmission distance be set aside for neighboring States. If 
the authority and the States or their agencies cannot agree on the size of this 
portion, then the Federal Power Commission may, after public hearings, deter 
mine this amount. The States receiving such power must provide for the pref- 
erences noted in section 2 of the bill. 

Paragraph 4 of section 2 directs the authority to sell and distribute project 
power primarily for the benefit of the people as consumers, especially domestic 
and rural consumers. The rates are to be the lowest possible within reason and 
such as to encourage the widest possible use. 

Wholesale rate contracts are to contain adequate provisions to insure con- 
sumer rates are consistent with paragraph 4. Paragraph 5 in addition directs 
the authority to approve the resale rates in this light. 

Paragraph 6 is designed to insure the creation of a park and parkway on the 
American side of Niagara River, near Niagara Falls. It directs the Federal 
Power Commission to obtain assurances from the authority that such will be 
done and plans are to be approved by the Commission. Financing arrangements 
for the scenic drive and park are to be approved by the Commission. 

This would mean that ultimately the Niagara River and Falls would be seen 
in a natural and scenically heautiful environment. Canada some years age 
completed a beautiful drive for the full length of the river between Lake Ontario 
and Lake Erie. T regret to say that the American side has some unlovely aspects 
and the seenically appealing rapids of much of the Niagara River is difficult te 
see. No continuous drive is now available there. 
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The Federal Government can permit, and has in many instances in the past,. 
State development of water resources. This has been done under State law by 
other agencies as well. There can be no question of the right of Congress to 
direct that this be done. It has become a matter of policy in the reclamation 
States of the West and there is no reason to question the application of the 
same policy in this instance. 

The western section of New York State, and the northeastern section of the 
United States generally, is desperately in need of additional electric power. If 
that portion of our country is to continue to progress now and in the foreseeable 
future it must have more power. As the result of cooperative action of the 
United States and Canada the large block of low-cost hydroelectric power avail- 
able in the International Rapids Section of the St. Lawrence River is to be made 
available. However, as has been attested to many times during the course of 
lengthy and detailed hearings on the St. Lawrence project, by the testimony of 
the Federal Power Commission, National Security Resources Board, and others, 
this pewer can be completely absorbed and utilized within the area within a very 
short period. More and larger quantities of power will be needed. 

It seems strange that, despite the general agreement as to this fact, that an- 
other potentially large block of low-cost power is not being developed at all. 

The New England-New York Interagency Committee in its report made this 
spring estimated that in the marketing area for power from redevelopment of 
the Niagara River, 3,561,000 kilowatts of additional capacity will be needed by 
1960. An additional 12,145,000 kilowatts will be needed by 1975. The area which 
they considered as the market for this power includes central and western New 
York, northwestern Pennsylvania and northeastern Ohio. At that time 2,106,000 
kilowatts were under construction. Any additional power to be generated at 
Niagara obviously can readily be absorbed. 

At the end of 1954 the Federal Power Commission, in a preliminary estimate 
of electric generating capacity gives the following figures for power-generating 
eapacity for Ohio, New York, Pennsylvania, and Vermont: 


Public, cooperative, etc. (subject to preferential treatment) 


State Total capacity Capacity Percent 








Kilowatts 





New York-_.-..-.-.-- nA i a a Tt 8, 113, 000 130, 000 1.6 
Pennsyl!lvania_ ; aioe 6, 681, 000 71, 000 1.1 
Vermont —. Divatcatai alee seekch ; ne 259, 000 15, 000 5.8 
Cs 4.56 4b be Seek bess bed ee ence bakin ~s a 6, 131, 000 449, 000 7.3 

Widest Mendis” 88 2S a eee” mons 665,000 | 3.1 


It is evident from these figures that the area is not one in which public and 
cooperative power agencies are predominant. The 3.1-percent average may 
be compared to the nationwide figure of 23 percent. On the basis of total kilo- 
watt-hour sales this figure is slightly higher but still much below the national 
figure. The criticism by opponents of the preferential clause that all or most 
of the power will be gobbled up by publicly and cooperatively owned utilities 
is clearly not valid. The same percentage should hold when power from the 
project becomes available and the amount of power earmarked for such con- 
sumers would obviously have little effect on that available to the remaining 
consumers. 

The northeastern section of the United States is notoriously a_ high-cost 
power area. Its large industrial centers are located at some distance from 
hydropower sites and the sources of coal for thermal power generation. This 
has placed many industries at a competitive disadvantage. Just how much 
the high rates for power is due to these causes will be easier to determine when 
State production by hydroelectric power at Niagara, coupled with the St. Law- 
rence project, is available to serve as a yardstick. 

The five largest electric power utilities of the State of New York operate 
94 percent of the total generating capacity of the State. This monopolistic 
situation is urgently in need of some yardstick to determine if the people of the 
State are getting the full worth of their money. Competition is healthy in a 
situation of this kind and H. R. 5878 is the best method of obtaining it. 

Construction and operation of the power project by the State power authority 
would result in a saving to the consumer since by State law the agency is tax 
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free (sec. 1012, State Power Authority Act). In addition, on the current 
security market, State-issued bonds, of the type which would be issued by the 
authority, would in all likelihood pay an appreciably lower rate of interest than 
would be the case of private utility bonds for the same purpose. It has been 
reported that these savings would be substantial. Approximately $8 million in 
interest and $23 million in taxes would be saved. This savings would be 
reflected in charges to consumers. 

The New York State Power Authority is a State-owned business organiza- 
tion, using private funds and answerable to the holders of its bonds, and sub- 
ject to the same controls as any other holder of a license under the Federal 
Power Commission. There is then no strain on the taxpayers’ pocketbooks. 

The question of who will carry on the project then becomes one of choice 
as between entities. 

There is a law now on the books which is directly applicable in this instance. 
I refer, of course, to section 7 (a) of the Federal Power Act, which states: 

“In issuing preliminary permits hereunder or licenses where no preliminary 
permit has been issued and in issuing licenses to new licensees under section 
15 hereof the Commission shall give preference to applications therefor by 
States and municipalities, provided the plans for the same are deemed by 
the Commission equally well adapted, or shall within a reasonable time to be 
fixed by the Commission be made equally well adapted, to conserve and utilize in 
the public interest the water resources of the region; and as between other ap- 
plicants, the Commission may give preference to the applicant the plans of 
which it finds and determines are best adapted to develop, conserve, and utilize 
in the public interest the water resources of the region, if it be satisfied as to 
the ability of the applicant to carry out such plans.” 

Section 1005, subparagraph 6 of the New York Power Authority Act provides 
that in the development of hydroelectric power from the Niagara River, “* * * 
shall be considered primarily as for the benefit of the people of the State as a 
whole and particularly the domestic and rural consumers to whom the power 
can economically be made available, and accordingly that sale to and use by 
industry shall be a secondary purpose, to be utilized principally to secure a 
sufficiently high load factor and revenue returns to permit domestic and rural 
use at the lowest possible rates and in such manner as to encourage increased 
domestic and rural use of electricity. In furtherance of this policy and te secure 
1 wider distribution of such power and use of the greatest value to the general 
public of the State, the authority shall in addition to other methods which it 
may find advantageous make provision so that municipalities and other sub- 
divisions of the State now or hereafter authorized by law to engage in the dis- 
tribution of electric power may secure a reasonable share of the power generated 
by such projects, and shall sell the same or cause the same to be sold to such 
municipalities and political subdivisions at prices representing cost of genera- 
tion, plus capital and operating charges, plus a fair cost of transmission, all as 
determined by the trustees, and subject to conditions which shall assure the 
resale of such power to domestic and rural consumers at the lowest possible 
price, provided, however, that in disposing of hydroelectric power pursuant te 
and in furtherance of the aforementioned policy and purposes, appropriate pro- 
visions may also be made to allocate a reasonable share of project power to 
agencies created or designated by other States and authorized to resell the 
power to users under the same terms and conditions as power is disposed of in 
New York State. To that end, the authority may provide in any contract or 
contracts which it may make for the sale, transmissions, and distribution of the 
power that the purchaser, transmitter, or distributor shall construct, maintain, 
and operate, on such terms as the authority may deem proper, such connecting 
lines aS may be necessary for transmission of the power from main transmission 
lines to such municipalities or political subdivisions.” 

Section 9 (b) of the Federal Power Act states: ‘That each application here- 
under shall submit to the Commission satisfactory evidence that the applicant 
has complied with the requirements of the laws of the State or States within 
which the proposed project is to be located with respect to bed and banks and 
to the appropriation, diversion, and use of water for power purposes and with 
respect to the right to engage in the business of developing, transmitting, and dis- 
tributing power and in any other business necessary to effect the purposes of a 
lisense under this act.” 

This is provided in the Power Authority Act, in outlining the policy of the State 
and of the powers and duties of the authority. 
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The Power Authority of the State of New York declares it to be the policy of 
the State that: “Those parts of the Niagara and St. Lawrence Rivers within the 
boundaries of the State of New York are hereby declared to be natural resources 
of the State for the use and development of commerce and navigation in the in- 
terest of the people of this State and the United States. In order to provide for 
the most beneficial use of these natural resources, for the creation and develop- 
ment of hydroelectric power in the interest of the péople of this State, and to 
preserve and enhance the scenic beauty of the Niagara Falls and river, such nat- 
ural resources, including the beds and waters of the said rivers as instrumentali- 
ties of commerce and navigation, and the beds, waters, power and power sites in, 
upon or adjacent to or within the watersheds of the said rivers, owned or con- 
trolled by the people of the State, or which may hereafter be recovered by or come 
within their ownership, possession and control, shall always remain inalienable to, 
and ownership, possession and control thereof shall always be vested in the peo- 
ple of the State.” 

Subparagraph 6 of section 1005 insures financial responsibility in that it re- 
quires that rates to be charged far the sale, transmission and distribution of 
power generated are to be sufficient to cover certain items. These are: Payment 
of all operating and maintenance expenses; interest on and amortization and 
reserve charges sufficient within 50 years of the date of issuance to retire the 
bonds of the authority issued for the project; continuous control and operation 
of the project by the authority; and, the effectuation of the policy declared 
in subparagraph 5 of the same section (subpar. 6, a—d, sec. 1005). 

The same subparagraph provides a check on rates to consumers, with pro- 
vision for later adjustments as needed, in that the original contract is to fix 
the rates in line with the policies stated in the act. This is aside from regu- 
lation by the Public Service Commission, which is eliminated insofar as this 
project is concerned. Thus special rates are possible to preferential consumers. 
The authority also has the power to discontinue service if the public agency or 
company violates the terms of the contract, including rates to consumers. 

The State has the power, under section 14 of the Federal Power Act, to take 
over, maintain and operate any project licensed under the act by condemnation 
proceedings upon payment of just compensation. If it has such power once the 
project is constructed and in operation, why then cannot it have the right to 
construct it in the first place as I propose in my bill? 

The late Charles Evans Hughes and Al Smith, the Honorable Franklin D. 
Roosevelt, Senator Herbert Lehman (while Governor of the State) and Thomas 
E. Dewey, as well as the present Governor, Averill Harriman, have all for 
over 30 years advocated State development of Niagara power. In 1931 the 
State legislature enacted the State Power Authority Act expressing the State’s 
policy and providing the means of developing Niagara and St. Lawrence power 
by the State. This has not been a political issue. The entire State has been 
united in its desire that a State agency develop this power. Spokesmen for 
both political parties have been in substantial agreement on this issue for 
years. 

As early as 1910, Charles Evans Hughes expressed the feeling that the State 
should retain exclusive ownership and control of streams flowing through any 
public park or reservation of the State. Since the Niagara was made a public 
park by the State some 70 years ago, it is obvious that Governor Hughes was 
referring to the Niagara. This and other evidences of a consistent statewide 
policy regarding the development of Niagara were noted by Gov. Thomas BE. 
Dewey in previous appearances before congressional committees dealing with 
the same matter now before this committee. He noted that both parties’ plat- 
forms, with few exceptions, advocated such development. The matter has been 
submitted to the people of the State and received their approval time and time 
again. 

It was largely due to the efforts of Gov. Al Smith that the Power Authority 
Act was passed in 1931, although Franklin D. Roosevelt was actually Governor 
at the time. 

Five times the act has been approved by the State legislature, each time 
stronger than before. 

There can be no debate over the feelings of the people of the #tate as a whole. 

There has been established by the Congress of the United States a direct and 
immediately comparable precedent in that the authority has already been author- 
ized to develop the United States share of the St. Lawrence River power develop- 
ment in the International Rapids section. Congress refused in this instance to 
interpose in the interest of Federal construction of the St. Lawrence project, 
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choosing instead to let the Federal Power Commission follow normal procedure 
in treating applications for licenses at that point. 

There is not, as noted by Governor Dewey (hearings on H. R. 4351; S. 689; 
S. 1971; S. 2599, and S. 2966, 83d Cong., 2d sess.) before the Senate Committee 
on Public Works in July 1953, any longer a question as to who should develop 
the St. Lawrence River. The Niagara River and Niagara Falls are but exten- 
sions of the same watercourse. The same water courses through the two areas. 
At Niagara the boundary of the State of New York extends to the middle of the 
stream as it does in the International Rapids section of the St. Lawrence. Surely 
what is right and proper in the one case is also in the other. There are no differ- 
ences in the circumstances save only the stipulation to the treaty of 1950 regard- 
ing Niagara whereby it was reserved to the Congress the final determination as 
to who is to develop the power. I ask that the same thing be accomplished at 
Niagara as is already being accomplished on the St. Lawrence. To accomplish 
this, I submit my bill H. R. 5878, which I believe will do so, and at the same time 
insure its major benefits to those most in need of them. 


Mr. Buatnix. We have one more witness to complete the record for 
today. The Chair will call on Mr. William R. Vallance, assistant to 
the legal adviser, State Department, and also counsel to the United 
States Boundary Water Commission. Accompanying him will be 
Mr. George Vest. 

Without objection at this point in the record we will include the 
reports by the Department of State. 

(The reports of the Department of State on the various bills, are vs 
follows :) 


DEPARTMENT OF STATE, 
Washington, June 6, 1955. 
Hon. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. BucKLEY: Reference is made to your letter dated April 28, 1955, and 
the reply of this Department dated April 29, 1955, regarding your desire to re- 
ceive the views of the Department concerning H. R. 5878, a bill to authorize the 
construction of certain works of improvement in the Niagara River for power 
and other purposes. 

Two formal amendments are suggested with respect to the first section of 
the bill. It is noted that on page 1, line 4, reference is made to the provisions 
of the reservation of the Senate of the United States in ratifying the treaty 
between the United States of America and Canada concerning uses of the waters 
of the Niagara River, signed February 27, 1950. Article II, section 2 of the Con- 
stitution of the United States provides that treaties may be made “by and with 
the advice and consent of the Senate.” The language used in the bill is not 
in accord with this provision or with the facts, since the treaty was ratified by 
the President on August 24, 1950. It is suggested that the word “ratifying” in 
line 4, page 1 be stricken out and that the words “giving its advice and con- 
sent to the ratification of” be inserted in place thereof. On page 2, line 
the word “reservations” should be stricken out and the word “reservation” 
substituted therefor. 

Section 2 (a) of the bill authorizes and directs the Federal Power Commis- 
sion to issue a license to the New York Power Authority for the construction and 
operation of the project upon its application therefor and its acceptance of 
licensing conditions subsequently set forth. As article IT of the convention of 
February 27, 1950 provides that remedial works to enhance the beauty of the 
falls shall be constructed in accordance with the recommendations of the Inter- 
national Joint Commission as to the nature and design of such remedial works 
when approved by the two Governments, and directs that the construction of 
such remedial works “shall be undertaken pursuant thereto under the super- 
vision of the International Joint Commission,” it is believed that a provision 
should be added to section 2 which will make certain that the plans for the con- 
struction of the power facilities shall be in conformity with and subject to the 
plans for remedial works approved on July 21, 1953, by the United States and 
Canada. It is also believed that on account of the international character of 
the project, a Federal agency should exercise supervision of the construction 
and operation of the power project to give assurance that its construction and 
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operation will be in accordance with the provisions of the convention of February 
27, 1950, especially the plans for the preservation and enhancement of the 
scenic beauty of Niagara Falls. 

The Senate of the United States by the resolution of August 9, 1950, gave its 
advice and consent to the ratification of the treaty with the following reserva- 
tion : 

“The United States on its part expressly reserves the right to provide by 
act of Congress for redevelopment, for the public use and benefit, of the United 
States’ share of the waters of the Niagara River made available by the provi- 
sions of the treaty, and no project for redevelopment of the United States share 
of such waters shall be undertaken until it be specifically authorized by act of 
Congress.” 

The Department therefore does not undertake to comment on those portions 
of H. R. 5878 which relate to the agency that may be authorized to construct and 
operate the power project, as that is considered to be a matter of domestic 
national policy. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report, 

Sincerely yours, 
THRUSTON B. Morron, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF STATE, 


Washington, June 8, 1955. 
Hon. CHARLES A. BUCKLEY, 


Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. Buckiey: Reference is made to your letter dated June 3, 1955, and 
the reply of this Department dated June 6, 1955, regarding your request for a 
report on H. R. 142, to preserve the scenic beauty of the Niagara Falls and 
River, to authorize the construction of certain works of improvement on that 
river for power purposes, and to further the interests of national security by 
authorizing the prompt development of such works of improvement for power 
purposes. 

It is desired to suggest a formal amendment to the bill. It is noted that on 
page 2, lines 3 to 5 it is stated that the treaty between the Unitcd States of 
America and Canada, dated February 27, 1950, was “ratified by the Senate of 
the United States on August 9, 1950.” Article II, section 2 of the Constitution 
of the United States provides that treaties may be made “by and with the advice 
and consent of the Senate.” The language used in the bill is not in accord with 
this provision or with the facts, since the treaty was ratified by the President on 
August 24, 1950. It is the usual practice to give the date on which a treaty was 
signed, but to omit the date on which it received the advice and consent of the 
Senate of the United States to its ratification or on which subsequent action was 
taken thereon. The treaty came into force on October 10, 1950, upon the exchange 
of ratifications thereof at Ottawa, Canada. In the circumstances, it is suggested 
that in line 3 on page 2 of the bill, the word “dated” be changed to “signed on,” 
and that in lines 4 and 5 on that page the words “and ratified by the Senate of 
the United States on August 9, 1950,” be stricken out. 

It is observed that on page 3, lines 18 to 25, and page 4, lines 1 to 8, it is 
provided that the Federal Power Commission is authorized to issue “a license 
for the purpose of prosecuting the works of improvement for redevelopment of 
the Niagara River in substantial accordance with the project plans outlined in 
the report of the Bureau of Power of the Federal Power Commission dated 
September 28, 1949, entitled ‘Possibilities for Redevelopment of Niagara Falls 
for Power—Niagara River—New York,’”’ and that the Commisison “shall have 
authority to require such modifications of said project, not inconsistent with 
this Act, as it may deem advisable in accordance with the provisions of the 
Federal Power Act, as amended,” The construction of the remedial works is 
undertaken in accordance with article II of the treaty of February 27, 1950, 
which provides as follows : 

‘The United States of America and Canada agree to complete in accordance with 
the objectives envisaged in the final report submitted to the United States of 
America and Canada on December 11, 1929, by the Special International Niagara 
Board,’ the remedial works which are necessary to enhance the beauty of the Falls 
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by distributing the waters so as to produce an unbroken crestline on the Falls. 
The United States of America and Canada shall request the International Joint 
Commission to make recommendations as to the nature and design of such reme- 
dial works and the allocation of the task of construction as between the United 
States of America and Canada. Upon approval by the United States of America 
and Canada of such recommendations the construction shall be undertaken pur- 
suant thereto under the supervision of the International Joint Commission and 
shall be completed within 4 years after the date upon which the United States 
of America and Canada shall have approved the said recommendations. The total 
cost of the works shall be divided equally between the United States of America 
and Canada.” 

On October 10, 1950, the Governments of the United States and of Canada, in 
compliance with article II, sent a reference to the International Joint Commis- 
sion, requesting the Commission to make recommendations to the two Govern- 
ments concerning these remedial works. On May 12, 1953, the report of the Com- 
mission was transmitted to the two Governments with an estimate that the 
cost of the remedial works would be as follows: 


Chippawa-Grass Island pool control structure, 1,550 feet long... - $14, 594, 000 
Excavation and fill in the Cascades on the Canadian flank of the 

DT a i ee 1, 582, 000 
Excavation and fill in the Cascades on the Goat Island flank of the 

NO Ct a a acts 1, 360, 000 





a 17, 586, 000 


The estimated annual cost of operation and maintenance of the remedial works 
was $100,000. This report was approved by the two Governments on July 21, 1953. 

On August 19, 1953, the International Joint Commission issued a directive con- 
stituting the International Niagara Board of Control, consisting of 2 Canadian 
members and 2 United States members, and it was charged among other things 
with the following duties, under the supervision of the Commission : 

“A. To review and approve the design and procedures for the installation of 
the remedial works recommended by the Commission in its report to the Gov- 
ernments of Canada and the United States of America dated May 5, 1953, and to 
exercise general direction of the construction of such works; and * * *” 

This is in accord with the recommendation contained in the report of the Fed- 
eral Power Commission for redevelopment of Niagara Falls for power that “be- 
cause the control works would be located in Canada as well as in the United 
States, the investigation and design of the control works should be carried on 
under the direction of an international board of engineers” (p. 47). 

It is believed that it would be inappropriate for the Federal Power Commis- 
sion to take action in connection with the plans and specifications for this project 
which would be inconsistent with those approved by the Governments of the 
United States and Canada on the recommendations of the International Joint 
Commission with regard to the construction and operation of the remedial works. 
In order to avoid such a possibility, it is suggested that on page 4, line 6 of the 
bill, after the words “not inconsistent with this act,” there should be added the 
words “or with the construction and operation of the remedial works which have 
been approved by the Governments of the United States and Canada on the 
recommendations of the International Joint Commission.” 

With respect to the statements in section 3 (b) on page 4, lines 21 to 23 and 
page 5, lines 1 to 4, requiring the licensee to pay to the United States, “the United 
States share of the cost of the construction of the remedial works * * * when- 
ever such remedial works are constructed by the United States,” it may be re- 
called that funds in the sum of $450,000, “to remain available until expended,” 
were appropriated “for engineering and economic investigations, pending author- 
ization for construction, of projects for development and utilization for power 
purposes of the waters of the Niagara River, allocated to the United States” 
under this treaty (Third Supplemental Appropriation Act, 1951, approved June 2, 
1951). An additional appropriation of $100,000 in connection with this project 
was contained in the Civil Functions Appropriations Act, 1953, approved July 11, 
1952 (ch. 669, Public Law 504, 82d Cong.; 66 Stat. 579, 582). By the act of 
August 7, 1953, the Congress appropriated the sum of $1,500,000 “for financing a 
part of the United States share of the cost of remedial works in the Niagara 
River * * *” (Public Law 207, 83d Cong.; 67 Stat. 430). By the act approved 
June 30, 1954, the sum of $2 million was appropriated for this purpose (Public 
Law 453, 83d Cong. ; 68 Stat. 330). 
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As the United States has expended funds for engineering and economic investi- 
gations in connection with this matter, it is recommended that in line 1 on page 
5 of the bill after the words “remedial works,” there be added the words “includ- 
ing engineering and economic investigations,” and that the words “to be” be 
eliminated from this line. As part of the remedial works have been constructed 
by a Canadian agency as well as by an agency of the United States, it is sug- 
gested that in lines 3 to 4, page 5, the words “whenever such remedial works are 
constructed by the United States” be stricken out and replaced by the words 
“when construction of such remedial works by agencies of the United States and 
Canada is completed.” 

The Senate of the United States by the resolution of August 9, 1950, gave its 
advice and consent to the ratification of the treaty of February 27, 1950, with 
Canada with the following reservation : 

“The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United States 
share of the waters of the Niagara River made available by the provisions of 
the treaty, and no project for redevelopment of the United States share of such 
waters shall be undertaken until it be specifically authorized by act of Congress.” 

The Department therefore does not undertake to comment on those portions 
of H. R. 142 which relate to the agency that may be authorized to construct and 
operate the power project, as that is considered to be a matter of domestic na- 
tional policy. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
THRUSTON B. Morton, 
Assistant Secretary 
(For the Secretary of State)... 


DEPARTMENT OF STATE, 


Washington, June 1, 1955. 
Hon. CHARLES A. BUCKLEY, 


Chairman, Committee on Public Works, 
House of Repre:entatives. 

Dear Mr. BucKteY: Reference is made to your letter dated April 22, 1955, and 
the reply of this Department dated April 25, 1955, regarding your desire to 
receive a report from this Department on H. R. 420, to preserve the scenic beauty 
of the Niagara Falls and River, to authorize the construction of certain works 
of improvement on that river for power purposes, and to further the interests of 
national security by authorizing the prompt development of such works of 
improvement for power purposes. 

It is noted that on page 2 of the bill, lines 4 to 6, it is stated that the treaty 
“between the United States of America and Canada, dated February 27, 1950,” 
was “ratified by the Senate of the United States on August 9, 1950 * * *” 
Article II, Section 2 of the Constitution of the United States provides that 
treaties may be made “by and with the advice and consent of the Senate.” The 
language used in the bill is not in accord with this provision or with the facts, 
since the treaty was ratified by the President on August 24, 1950. It is the 
usual practice to give the date on which a treaty was signed, but to omit the 
date on which it received the advice and consent of the Senate of the United 
States to its ratification or on which subsequent action was taken thereon. The 
treaty came into force on October 10, 1950, upon the exchange of ratifications 
thereof at Ottawa, Canada. In the circumstances, it is suggested that in line 
4 on page 2 of the bill, the word “dated” be changed to “signed on”, and that 
in lines 5 and 6 on that page the words “and ratified by the Senate of the United 
States on August 9, 1950”, be stricken out. 

It is noted that on page 8 of the bill, lines 18 to 25, it is provided that the 
Federal Power Commission is authorized and directed to issue a license for the 
purpose of prosecuting the works of improvement for redevelopment of the 
Niagara River in substantial accordance with the project plans outlined in 
the report of the Bureau of Power of the Federal Power Commission dated 
September 28, 1949, entitled “Possibilities for Redevelopment of Niagara Falls 
for Power, Niagara River, N. Y.” It is further provided on page 4, lines 4 to 8, 
that the Federal Power Commission “shall have authority to require such modi- 
fications of said project, not inconsistent with this act, as it may deem advisable 
in accordance with the provisions of the Federal Power Act, as amended.” The 
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construction of the remedial works is undertaken in accordance with article Il 
of the treaty of February 27, 1950, which provides as follows: 

“The United States of America and Canada agree to complete in accordance 
with the objectives envisaged in the final report submitted to the United States 
of America and Canada on December 11, 1929, by the Special International 
Niagara Board,’ the remedial works which are necessary to enhance the beauty 
of the falls by distributing the waters so as to produce an unbroken crestline 
on the falls. The United States of America and Canada shali request the Inter- 
national Joint Commission to make recommendations as to the nature and design 
of such remedial works and the allocation of the task of construction as between 
the United States of America and Canada. Upon approval by the United States 
of America and Canada of such recommendations the construction shall be under- 
taken pursuant thereto under the supervision of the International Joint Com- 
mission and shall be completed within 4 years after the date upon, which the 
United States of America and Canada shall have approved the said recommenda- 
tions. The total cost of the works shall be divided equally between the United 
States of America and Canada.” 

On October 10, 1950, the Governments of the United States and of Canada, 
in compliance with article II, sent a reference to the International Joint Com- 
mission, requesting the Commission to make recommendations to the two Govern- 
ments concerning these remedial works. On May 12, 1953, the report of the 
Commission was transmitted to the two Governments with an estimate that the 
cost of the remedial works would be as follows: 


Chippawa-Grass Island pool control structure, 1,550 feet long____-- $14, 594, 000 
Excavation and fill in the cascades on the Canadian flank of the 
EAR LLL TC NEALE, Sel I OLE CR sted cdadacaact 1, 582, 000 
Excavation and fill in the cascades on the Goat Island flank of the 
I DE Tet ns cans i eetccunimapenneindaneine@eu 1, 360, 000 


a a eminiin 7, 5386, 000 


The estimated annual cost of operation and maintenance of the remedial works 
was $100,000. This report was approved by the two Governments on July 21, 
1953. 

On August 19, 1953, the International Joint Commission issued a directive 
constituting the International Niagara Board of Control, consisting of 2 Canadian 
members and 2 United States members. It was charged among other things 
with the following duties, under the supervision of the Commission : 

“A. To review and approve the design and procedures for the installation of 
the remedial works recommended by the Commission in its report to the Govern- 
ments of Canada and the United States of America dated May 5, 1953, and to 
exercise general direction of the construction of such works; and * * *.” 

This is in accord with the recommendation contained in the report of the Fed- 
eral Power Commission for redevelopment of Niagara Falls for power that “be- 
cause the control works would be located in Canada as well as in the United 
States, the investigation and design of the control works should be carried on 
under the direction of an international board of engineers” (p. 47). 

It is believed that it would be inappropriate for the Federal Power Commission 
to take action in connection with the plans and specifications for this project 
which would be inconsistent with those approved by the Governments of the 
United States and Canada upon the recommendations made by the International 
Joint Commission with regard to the construction and operation of the remedial 
works. In order to avoid such a possibility, it is suggested that on page 4, line 6 
of the bill, after the words, “not inconsistent with this Act.” there should be 
added the words, “or with the construction and operation of the remedial works 
which have been approved by the Governments of the United States and Canada 
on the recommendations of the International Joint Commission.” 

With respect to the statements in section 3 (c) on page 5, lines 10 to 16, requir- 
ing the licensee to pay to the United States, “the United States share of the cost 
of the construction of the remedial works,” it may be recalled that funds in the 
sum of $450,000, “to remain available until expended,” were appropriated “for 
engineering and economic investigations, pending authorization for construction, 
of projects for development and utilization for power purposes of the waters of 
the Niagara River, allocated to the United States” under this treaty (Third Sup- 
plemental Appropriation Act, 1951, approved June 2, 1951). An additional ap- 
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propriation of $100,000 in connection with this project was contained in the 
Civil Functions Appropriations Act, 1953, approved July 11, 1952 (ch. 659, 
Publie Law 504, 82d Cong. : 66 Stat. 579, 582). By the act of August 7, 1953, the 
Congress appropriated the sum of $1,500,000 “for financing a part of the United 
States share of the cost of remedial works in the Niagara River * * *” (Pub- 
lic Law 207, 83d Cong. ; 67 Stat. 430). By the act approved June 50, 1954, the 
sum of $2 million was appropriated for this purpose (Public Law 453, 83d Cong. ; 
6S Stat. 330). 

As the United States has expended funds for engineering and economic inves- 
tigations in connection with this matter, it is recommended that in line 13 on 
page 5 of the bill after the words “remedial works,” there be added the words 
“inelnding engineering and economic investigations,” and that the words “to be” 
be eliminated from this line. It is also considered desirable to add in line 16 
the words “or on its behalf,’ as part of the remedial works will be constructed 
on behalf of the United States by a Canadian governmental agency. 

The Senate of the United States by the resolution of August 9, 1950, gave its 
advice and consent to the ratification of the treaty of February 27, 1950, with 
Canada with the following reservation : 

“The United States on its part expressly reserves the right to provide by Act 
of Congress for redevelopment, for the public use and benefit, of the United States 
share of the waters of the Niagara River made available by the provisions of the 
Treaty, and no project for redevelopment of the United States share of such 
waters shall be undertaken until it be specifically authorized by Act of Congress.” 

The Department therefore does not undertake to comment on those portions of 
H. R. 420 which relate to the agency that may be authorized to construct and 
operate the power project, as that is considered to be a matter of domestic na- 
tional policy. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
TTHRUSTON B. Morton, 
Assistant Secretary 
(For the Acting Secretary of State). 


DEPARTMENT OF STATE, 
Washington, D. C., June 1, 1955. 
Hlon. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives. 
leAR Mr. Buckiey: Reference is made to your letter dated April 22, 1955, and 
the reply of this Department dated April 25, 1955, concerning your desire to re- 
ceive a report from this Department on H. R. 5706, to authorize the construction 
of certain works of improvement in the Niagara River for power and other 
purposes. 
There is no objection to the enactment of this legislation so far as the interests 
entrusted to this Department are concerned. 
The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 
Sincerely yours, 
Tueuston B. Morton, 
{ssistant Secretary 
(For the Acting Secretary of State). 


DEPARTMENT OF STATE, 
Washington, D. C., June 1, 1955. 
Hion. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. BuckLey: Reference is made to your letter dated May 4, 1955 and 
the reply of this Department dated May 5, 1955, regarding your request for the 
views of this Department on H. R. 5377, to authorize the immediate construction 
of certain works of improvement on the Niagara River for power purposes. 

It is noted that on page 1 of this bill, lines 7 to 9, it is stated that the treaty 
“between the United States and Canada, dated February 27, 1950,” was “ratified 
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by the Senate of the United States on August 9, 1950 * * *.” Article II, section 
» of the Constitution of the United States provides that treaties may be made “by 
and with the advice and consent of the Senate.’ The language used in the bill 
is not in accord with this provision or with the facts, since the treaty was ratified 
by the President on Augst 24, 1950. It is the usual practice to give the date on 
which a treaty was signed, but to omit the date on which it received the advice 
and consent of the Senate of the United States to its ratification or on which sub- 
sequent action was taken thereon, The treaty came into force on Gctober 10, 
1950, upon the exchange of ratifications thereof at Ottawa, Canada. In the cir- 
cumstances, it is suggested that in line 8 on page 1 of the bill, the word “dated” 
be changed to “signed on,” and that in lines 8 and ¥ on that page the words “and 
ratified by the Senate of the United States on August 9, 1950,” be stricken out. 

It is also noted that on page 2 of the bill, lines 17 to 25, it is provided that the 
Secretary of the Army, through the Chief of Engineers, shall commence and 
prosecute the construction of the works of improvement “in substantial accord- 
ance with the project plans outlined in the report of the Bureau of Power of the 
Federal Power Commission dated September 28, 1949, entitled ‘Possibilities for 
Redevelopment of Niagara Falls for Power—Niagara River—New York.” It is 
further provided on page 3, lines 1 to 6, that the construction shall be “in accord- 
ance with any reports of the Corps of Engineers relating thereto” and that the 
Secretary of the Army “shall have authority to require such modifications of the 
project as he may deein advisable, in accordance with the provisions of the Fed- 
eral Power Act or pursuant to recouimendations of the Chief of Engineers.” The 
construction of the remedial works is undertaken in accordance with article II of 
the treaty of February 27, 1950, which provides as follows : 

“The United States of America and Canada agree to complete in accordance 
with the objectives envisaged in the final report submitted to the United States 
of America and Canada on December 11, 1929, by the Special International 
Niagara Board,’ the remedial works which are necessary to enhance the beauty 
of the falls by distributing the waters so as to produce an unbroken erestline 
on the falls. The United States of America and Canada shall request the Inter- 
national Joint Commission to make recommendations as to the nature and design 
of such remedial works and the allocation of the task of construction as between 
the United States of America and Canada. Upon approval by the United States 
of America and Canada of such recommendations the construction shall be 
undertaken pursuant thereto under the supervision of the International Joint 
Commission and shall be completed within 4 years after the date npon which 
the United States of America and Canada shall have approved the said recom- 
mendations. The total cost of the works shall be divided equally between the 
United States of America and Canada.” 

On October 10, 1950, the Governments of the United States and of Canada, 
in compliance with article II, sent a reference to the International Joint Com- 
mission, requesting the Commission to make recommendations to the two goy- 
ernments concerning these remedial works. On May 12, 1953, the report of the 
Commission was transmitted to the two governments with an estimate that the 
cost of the remedial works would be as follows: 


Chippewa-Grass Island Pool control structure, 1,550 feet long $14, 594, 000 
xcavation and fill in the cascades on the Canadian flank of the 

Horseshoe Falls cbt che teen ae 3 Se FR iene 1, 582, 000 
Excavation and fill in the cascades on the Goat Island flank of 

the Horseshoe Falls__ fa ” a Ault 1, 360, 000 


es Ot Beet se ees Sons ala r Obes : __. $17, 536, 000 


The estimated annual cost of operation and maintenance of the remedial works 
was $100,000. This report was approved by the two governments on July 21, 
1953. 

On August 19, 1953, the International Joint Commission issued a directive con- 
stituting the International Niagara Board of Control, consisting of 2 Canadian 
members and 2 United States members. It was charged among other things 
with the following duties, under the supervision of the Commission: 

“A. To review and approve the design and procedures for the installation of 
the remedial works recommended by the Commission in its report to the Govern- 
ments of Canada and the United States of America dated May 5, 1953, and to 
exercise general direction of the construction of such works; and * * *” 
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This is in accord with the recommendation contained in the report of the 
Federal Power Commission for redevelopment of Niagara Falls for power that 
“because the control works would be located in Canada as well as in the United 
States, the investigation and design of the control works should be carried on 
under the direction of an international board of engineers” (p. 47). 

It is believed that it would be inappropriate for the Secretary of the Army 
or the Chief of Engineers to take action in connection with the plans and speci- 
fications for this project which would be inconsistent with those approved by 
the two governments upon the recommendations made by the International 
Joint Commission with regard to the construction and operation of the remedial 
works. In order to avoid such a possibility, it is suggested that on page 3, 
line 6, after the words “Chief of Engineers” there should be added the words 
‘not inconsistent with this act or with the construction and operation of the 
remedial works which have been approved by the Governments of the United 


States and Canada on the recommendations of the International Joint Commis- 
sion.” 


The Senate of the United States by the resolution of August 9, 1950, gave its 


advice and consent to the ratification of the treaty of February 27, 1950, with 
Canada with the following reservation : 

“The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the water of the Niagara River made available by the pro- 
visions of the treaty, and no project for redevelopment of the United States 


share of such waters shall be undertaken until it be specifically authorized by 
act of Congress.” 


The Department therefore does not undertake to comment on those portions 
of H. R. 5377 which relate to the agency that may be authorized to censtruct 


and operate the power project, as that is considered to be a matter of domestic 
national policy. 
The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 
Sincerely yours, 


TuHRUSTON B. Morton, 
Assistant Secretary 
(For the Acting Secretary of State). 


STATEMENT OF WILLIAM R. VALLANCE, ASSISTANT TO LEGAL 
ADVISOR, STATE DEPARTMENT, AND COUNSEL TO UNITED STATES 


BOUNDARY WATER OOMMISSION, ACCOMPANIED BY GEORGE S. 
VEST 


Mr. Vautiance. Mr. Chairman and members of the committee, my 
statement will be brief because this legislation does not have many 
internation aspects. It is primarily a domestic question. The reports 
of the State Department have been filed with the committee and I 
assume they will be placed in the record. 

Mr. Buarnix. The Chair has inserted the reports of the State 
Department in the record. 

Mr. Variance. I would like also to insert in the record the treaty 
of January 11, 1909, between the United States and Great Britain 
with respect to Canada, which deals with the boundary waters and 
established the International Joint Commission. It has control over 
the waters of the Niagara River and the remedial works and is, there- 
fore, involved in operating the remedial works in connection with the 
new power project that is contemplated by these bills. 

Mr. Biarnix. Without objection it is so ordered. 

(The treaty of 1909 will be found beginning on p. 60.) 

Mr. Vatiance. I want to point out article 5 of that treaty. Insofar 
as the first two paragraphs thereof are concerned, they are still in 
effect. I think they might be especially incorporated in the record 
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at this point, as they are a part of the treaty basis for regulation of 
Niagara as well as the subsequent treaty of February 27, 1950. 

Mr. Biarnrk. Without objection it is so ordered. 

(The first two paragraphs of article 5 of the treaty of 1909 will 
be found on p. 66.) 

Mr. Vatuance. There are a few formal amendments which we have 
recommended on the different bills. On H. R. 5878 you will note 
that 

Mr. Biarnix. To further identify it, H. R. 5878 is the Davidson 
bill, offered by the gentleman from New York. 

Mr. Vatitance. Yes. That bill in line 4 on page 1 refers to the pro- 
visions of the reservation of the Senate of the United States in ratify- 
ing the treaty between the United States of America and Canada. Of 
course, the Senate does not ratify treaties. They give their advice and 
consent to the ratification of treaties. So that a formal amendment is 
suggested in our report that the word, “ratifying” in line 4 on page | 
be stricken out and the words, “giving their advice and consent to the 
ratification of” be inserted in place thereof. 

Also we believe that there should be some provision that the facil- 
ities that are constructed shall not interfere with the remedial works. 
As you know, this is a two-sided proposition. First is that remedial 
works are to assure a continuous flow of water for beautification pur- 
poses, and then the surplus water, so to speak, is diverted for power 
purposes. So we have suggested that a provision should be added to 
section 2 which will make certain that the plans for the construction 
of the power facilities shall be in conformity with and pence to the 
plans for remedial works approved on July 21, 1953, by the United 
States and Canada, 

It is also believed that on account of the international character of 
the project a Federal agency should exercise supervision of the con- 
struction and operation of the power project to give assurance that its 
construction and operation will be in accordance with the provisions of 
the covenants of February 27, 1950, especially the plans for the pres- 
ervation and enhancement of the scenic beauty of Niagara Falls. We 
also have recommended some amendments in bill 142, which is the 
Miller bill, and which is similar to Dondero bill. 

A similar formal amendment as to the ratification of treaties would 
be included on page 2, lines 3 to 5. 

Also, the provision for the protection of the plans for the develop- 
ment of the beautification of the falls would be preserved, and then 
we Say that the cost of construction of the pl oject is to be paid for by 
whoever builds the Enon: In that connection I believe that there 
should be added in line 1 on page 5 of the bill, after the words “reme- 
dial works” the words, “including engineering and economic are iga- 
tions.” That is important because model studies were made by the 
Army and there was considerable expense involved in these engineer- 
ing : and economic investigations prior to the construct ion. 

We think adding those words, “including the engineering 
nomic investigations” would cover ‘that. 

Then it is stated that in lines 3 and 4 on page 5 the words “whenever 
such remedial works are constructed by the United States * * *” we 
believe that should be stricken and replaced by the words, “when con 
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struction of such remedial works by agencies of the United States 
and Canada is completed.” 

The reason for that is that part of the works are being constructed 
on the Canadian side of the Senile. As you notice, this control 
structure down here is being constructed by the Ontario Hydroelectric 
Commission, and we are bearing a share of the cost of that. So that 
it is not entirely constructed by the United States. That is the reason 
for that amendment, and that is all I have to suggest, Mr. Chairman. 

Mr. Buiarnik. Mr. Vallance, all of these amendments are incorpo- 
rated in the reports of the State Department, are they not ? 

Mr. Vatiance. They are. 

Mr. Buarntx. The reports, which we have already inserted in the 
record ? 

Mr. Vatiance. Yes, sir. 

Mr. Biarnrx. Thank you very much. 

Mr. Vauiance. Mr. Chairman, I would like to have included in 
the record the rules of procedure and text of treaty of the Interna- 
tional Joint Commission, as well as a Senate document of the 81st 
Congress, 2d session, containing the message from the President of 
the United States transmitting the treaty of 1950. 

Mr. Biatrnix. Without objec tion the documents will be made a part 
of the record at this point. 

(The documents are as follows :) 


INTERNATIONAL JOINT COMMISSION, UNITED STATES AND CANADA 
Ottawa, Canada—Washington, D. C., 1947 
Treaty of January 11, 1909, between United States and Great Britain 


Signed at Washington__ January 11, 1909 
Ratification advised by the Senate March 3, 1909 
Ratified by Great Britain._...__._.___-__----_-_- ot eee te aes March 31, 1910 
Ratified by the President April 1, 1910 
Ratifications exchanged at Washington May 5, 1910 
rn ean oc apeccnngtiin icicle eee eeamen eta May 13, 1910 


International Joint Commission 


Members appointed on part of United States___..__.----_- March 9, 1911 
Members appointed on part of Canada ; November 10, 1911 
Meeting of Commission for organization under Article XII 

of the treaty, at Washington January 10, 1912 
Adoption and publication of Rules of Procedure in accord- 

ance with Article XII February 2, 1912 


RULES OF PROCEDURE OF THE INTERNATIONAL JOINT COMMISSION 


The International Joint Commission, by virtue of the provisions of Article 
XII of the Treaty between the United States of America and His Majesty the 
King of the United Kingdom of Great Britain and Ireland and of the Dominions 
beyond the Seas, Emperor of India, dated the 11th day of January, 1909, hereby 
adopts the following rules of procedure : 


DEFINITIONS 


1. In the construction of these rules and the forms herein referred to (unless 
the context otherwise requires) words importing the singular number shall in- 
clude the plural, and words importing the plural number shall include the singu- 
lar; the term “party” or “parties” shall include Governments and also persons 
permitted by these rules to take part in any proceedings before the Commission ; 
the word “person” shall include individual, partnership, or corporation, and 
“oath” shall include affirmation. 
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MEETINGS 


2. Regular sessions of the Commission shall be held annually at Washington 
beginning on the first Tuesday of April and at Ottawa beginning on the first 
Tuesday of October. 

Special meetings may be held at such times and places in the United States 
and the Dominion of Canada as the chairman of the two sections may determine. 


CHAIRMAN 


3. The commissioners of the United States section of the Commission shall 
appoint a chairman, to be known as the chairman of the United States section 
of the International Joint Commission, and he shall act as chairman at all meet- 
ings of the Commission held in the United States, and in respect to all matters 
required to be done in the United States by the chairman of the Commission. 

The commissioners of the Canadian section of the Commission shall appoint 
a chairman, to be known as the chairman of the Canadian section of the Inter- 
national Joint Commission, and he shall act as chairman at all meetings of the 
Commission held in Canada, and in respect to all matters required to be done 
in Canada by the chairman of the Commission. 

In case it shall be impracticable for the chairman of either section to act in 
any matter, then the commissioner of such section next in order of appointment 
shall act in his stead. 

PERMANENT OFFICES 


4. The permanent offices of the Commission shall be at Washington, in the 
District of Columbia, and at Ottawa, in the Dominion of Canada, and the secre- 
taries of the United States and Canadian sections of the Commission shall, sub- 
ject to the order of said respective sections, have full charge and control of said 
offices, respectively. 

DUTIES OF SECRETARIES 


5. The secretaries shall act as joint secretaries at all sessions or meetings of 
the Commission, and each shall keep an accurate, permanent record of the pro- 
ceedings and preserve the same in the permanent offices of the Commission, It 
shall also be the duty of each of them to receive and file all applications and other 
papers properly presented to the Commission in any proceeding instituted before 
it, and to number in numerical order all such applications ; and the number given 
an application shall be the file number for all papers and documents connected 
with such application. Each secretary shall also keep in the permanent office 
under his control a docket, in which he shall record the title of the application 
or other proceeding, separately in each case, the date of filing the same, the 
name and post-office address of the attorneys of record, and a brief statement of 
the contents, together with proper reference to the files of the original papers 
referred to in said docket. Each shall forward to the other for filing in the 
office of the other copies of all letters, documents or other papers received by 
him or filed in his office, pertaining to any matter before the Commission, to the 
end that there shall be on file in each office either the original or a copy of all 
official papers, documents, records and correspondence relating to matters at 
any time pending before the Commission. 


APPLICATIONS 


6. In all cases to be submitted to the Commission under Articles III, IV and 
VIII of the Treaty the method of bringing such cases to the attention of the 
Commission and invoking its action shall be as follows: 

(a) Where one or the other of the Governments on its own initiative seeks 
the approval of the Commission for the use, obstruction or diversion of waters 
with respect to which under Articles III and IV of the Treaty the approval of 
the Commission is required, it shall file with the Commission an application 
setting forth as fully as may be necessary for the information of the Com- 
mission the facts upon which the application is based, and the nature of the 
order of approval desired. 

(b) Where any private person seeks the approval of the Commission for the 
use, obstruction or diversion of such waters, he shall first make written appli- 
eacion to the Government within whose jurisdiction the privilege desired is to 
be exercised, to grant such privilege, and upon such Government, or the proper 
department thereof, transmitting such application to the Commission, with the 
request that it take appropriate action thereon, the same shall be filed and be 
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proceeded with by the Commission in the same manner as an application on be- 
half of one or the other of the Governments. All applications by private persons 
should conform, as to their contents, to the requirements of subdivision (a) of 
this rule. 

7. One duplicate original and 25 copies of the application, supplemental appli- 
cation, statement in response, supplemental statement in response, statement in 
reply, and supplemental statement in reply, shall be filed with each of the secre- 
taries, and there shall be filed with each of the secretaries such drawings, pro- 
files, and plans of survey on tracing linen, and such specifications and maps, as 
may be necessary to illustrate clearly the matter of the application. 

8. In eases where either of the respective Governments shall have authorized 
the use, obstruction or diversion of navigable waters, all plans filed as aforesaid 
shall be accompanied with the approval thereof by the Government or proper 
department of the Government within whose jurisdiction such waters lie. 


NOTICE AND PUBLICATION 


9. As soon as practicable after an application is made as hereinbefore in 
rule 6 provided for, the secretary of the section of the Commission appointed 
by the other Government shall forthwith send to such Government a nofice in 
writing that the application has been made and a copy thereof. 

The secretaries shall also, as soon as practicable after the application is made, 
cause to be published for three successive weeks in the Canada Gazette and in 
two weekly newspapers, published one on each side of the international boundary 
line nearest the locality in which the use, obstruction, or diversion of waters is 
proposed to be made, a notice that the application has been made, and of the 
nature and locality of the proposed use, obstruction or diversion, and that all 
persons interested therein are entitled to be heard with respect thereto before 
the Commission. 


STATEMENT IN RESPONSE TO APPLICATION 


10. Within 30 days after the filing of any such application, or within such 
further time as the Commission or the chairmen may determine, the other Gov- 
ernment, aud with the consent of either Government, any private person in- 
terested, may file a statement with the Commission setting forth any fact or 
facts bearing on the subject-matter of the application, and tending to defeat or 
modify the order of approval sought, or to require that the same be granted on 
condition, and setting forth whether the order of approval is opposed in whole 
or in part, and if it be desired that the approval be on condition, setting forth 
the particular condition or conditions upon which it is thought the order of 
approval should be granted. 


STATEMENT IN REPLY 


11. Immediately after such statement or statements are filed the secretary 
shall send a copy of the same to the Government which shall have made the 
application or shall have filed the application on behalf of private persons, 
and the said Government or the private persons on whose behalf the applica- 
tion shall have been filed, one or both, may, within 30 days, file a statement or 
statements in reply, and the issues to be determined by the Commission shall 
be gathered from the application, statement or statements and reply statement 
or statements. 


SUPPLEMENTAL APPLICATIONS AND STATEMENTS 


12. If it shall appear to the Commission that either the application, the state- 
ment, or the reply statement, is not sufficiently full, definite and complete to 
enable the Commission to proceed intelligently, the Commission may require 
a more full, definite and complete application or statement or reply statement, 
as the case may be, to be filed. 


INTERESTED PRIVATE PARTIES 


13. Any person interested in the subject matter of the application, whether 
DI 


for or against, is entitled to be heard by counsel at the final hearing, and may, 
through counsel, with the consent of his Government, conduet or assist in 
conducting all proceedings in the case subsequent to the application. 
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PRELIMINARY HEARING 


14. If it appear to the Commission at any time before the hearing of the 
application that it would be advantageous to hold a preliminary meeting for 
the purpose of fixing or altering the plan of hearing, determining the mode of 
conducting the inquiry, the admitting of certain facts, or the proof of them by 
affidavit, or for any other purpose, the Commission may hold such meeting upon 
such notice to the parties as it deems sufficient, and may thereupon make such 
orders as it may deem expedient. 

























PRELIMINARY COMMUNICATION WITH PARTIES 





15. The Commission may, if it thinks fit, instead of holding the preliminary 
meeting provided in rule 14, communicate with the parties direct, and may 
require answers to such inquiries as it may consider necessary. 













PRODUCTION 





AND INSPECTION 





OF DOCUMENTS 





is. Either party shall be entitled, at any time, before or at the hearing of 
the case, to give notice in writing to the party in whose application or statement 
or reply statement reference is made to any document, map, plan, or profile, 
to produce it for the inspection of the party giving such notice or his attorney 
or solicitor, and to permit him to take copies thereof; and any party not com- 
plying with such notice shall not afterwards be at liberty to put the same in 
evidence on his behalf in such proceedings, unless he satisfy the Commission 
that he had sufficient cause for not complying with such notice. 
























SUBPOENAS 





17. Subpoenas for the attendance and examination of witnesses and notice 
for the production and inspection of documents may be issued in the first in- 
stance under the signature of the secretary of the section of the country in which 
the reside. 









witnesses 








COMPELLING ATTENDANCE OF WITNESSES, ETC. 











1s. All applications for subpoena or other process to compel the attendance of 
Witnesses, or the production of books, papers, and documents before the Commis- 
sion or the examiner, shall be made to the proper courts of either country, as the 
case may be, upon the order of the Commission or by the chairman of the section 
of the Commission of the country in which the witnesses reside or the books, 
papers, or documents may be, or by the examiner appointed under rule 19. 

















DEPOSITIONS 







1%. On application to the secretary of the section of the Commission in the 
country where depositions are proposed to be taken, any party may have a com- 
mission to take the depositions of witnesses, the commission to be signed by 
the secretary, to designate the name of the examiner before whom depositions 
will be taken, and the time and place of taking, but need not designate the 
names of witnesses to be examined, and the secretary shall specify in the com- 
mission the length of notice to be given, in all cases requiring what he may deem 
ample time to enable the parties to be present. The examiner, who shall in all 
cases be an official having power in his own country to administer oaths, may 
issue subpoenas for witnesses to be examined before him. The testimony of all 
witnesses shall be taken under oath or affirmation and the parties shall be 
entitled to attend and examine and cross-examine. The testimony so taken 
shall be confined to the subject matter in question, and any objection to the 
admission of evidence shall be noted by the examiner and dealt with by the 
Commission at the hearing. The examination shall take place within 60 days 
after the time provided in rule 11 for the filing of the reply statement. All 
examinations or depositions taken in pursuance of this rule shall be returned to 
the secretary who issued the commission, and the depositions certified under 
the hand of the examiner, without further proof, be used in evidence, saving all 
Just exceptions. The examiner at the time and place appointed in the commission 
can take the depositions of witnesses offered by any party. 
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FINAL HEARINGS 


20. The final hearings on applications shall be had at times and places to be 
fixed by the chairmen of the two sections not less than 30 days after the time 
provided for filing the reply statement, and the Commission will then hear oral 
and documentary evidence, and evidence which may have been taken by the 
parties by deposition. 

The Commission may require further evidence to be given, either viva voce 
or by deposition taken before an examiner. 

The Commission may decide how many counsel are to be heard and what 
interests may be united for the purpose of the hearing. 

The Commission may, in any case, require printed briefs or factums to he 
submitted by the parties. 

The hearing of the case, when once commenced, shall proceed, so far as in the 
judgment of the Commission may be practicable, from day to day. 


PRINTING OF BRIEFS AND RECORDS 


21. All briefs, factums, pleadings, and documents printed for the use of the 
Commission must be in such form and size, with ample margin, that they can 
be conveniently bound together so as to make an ordinary octavo volume; and, 
as well as all quotations contained therein, and the covers thereof, must be 
printed in clear type (never smaller than pica) and on unglazed paper. 


MAJORITY MAY CONDUCT HEARINGS 


22. A majority of the Commission may conduct hearings or other proceed- 


ings regularly before it may take and receive testimony and hear arguments 
thereon, but less than the whole number of the Commission shal] not proceed 
to finally consider and determine any matter, proceeding, or question which the 
Treaty creating the Commission, either in terms or by implication, requires or 
inakes it the duty of the Commission to decide. 


AMENDMENTS 


o> 


23. Amendments of applications and statements may be allowed by the Com- 
mission where substantial justice requires it, and the time for the filing of any 
paper or the doing of any act by these rules required may be extended in tha 
like case. 

SERVICE OF PROCESS 


24. Service of any subpoena, process, notice, or other document which must 
be served under the present rules, shall be by delivering a copy thereof to the 
person named therein, or by leaving the same at the dwelling house or usual 
place of abode or usual place of business of such person with some adult person 
who is a member of or resident in his family or with an employee in such place 
of business. Such service may be made by any literate person, who shall make 
return thereof under oath to the secretary from whom such subpeena, process, 
notice, or other document shall have been received, and such return shall state 
the time and place of such service. 


EXPENSES OF PROCEEDINGS 


25. All expenses incident to the prosecution of any proceedings before the 
Commission upon applications presented under sub-section (b) of rule 6 shall 
be paid by the party on whose behalf or at whose request such cost or expense is 
incurred, except as otherwise ordered by the Commission. 


SUBMISSION TO GOVERN MENTS 


26. When in the opinion of the Commission it is desirable that a decision 
should be rendered which affects navigable waters in a manner or to an extent 
different from that contemplated by the application and plans, the Commission 
will. before making a final decision, submit to the Government transmitting 
the application a draft of the decision, and such Government may file with the 
Commission a brief or memorandum thereon which will receive due considera- 
tion by the Commission before its decision is made final. 
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GENERAL RULE 


or 


27. The Commission may, in the course of the proceedings, make any order 
which it deems expedient and necessary to meet the ends of justice and to ef- 
fectually carry out the true intent and meaning of the Treaty. 


ARTICLES IX AND X 


28. The foregoing rules, as far as applicable, shall apply to proceedings in all 
cases referred or submitted under Articles IX and X. 

Adopted February 2, 1912. 

Amended, November 11, 1914, April 7, 1915, and April 6, 1926. 





TREATY BETWEEN THE UNITED STATES AND GREAT BRITAIN RELATING TO BOUNDARY 
WATERS, AND QUESTIONS ARISING BETWEEN THE UNITED STATES AND CANADA 


The United States of America and His Majesty the King of the United King- 
dom of Great Britain and Ireland and of the British Dominions beyond the Seas, 
Emperor of India, being equally desirous to prevent disputes regarding the use of 
boundary waters and to settle all questions which are now pending between the 

3 United States and the Dominion of Canada involving the rights, obligations, or 
interests of either in relation to the other or to the inhabitants of the other, along 
4 their common frontier, and to make provision for the adjustment and settlement of 
; all such questions as may hereafter arise, have resolved to conclude a treaty in 

furtherance of these ends, and for that purpose have appointed as their respective 
plenipotentiaries : 

The President of the United States of America, Elihu Root, Secretary of State 

: of the United States; and 
% His Britannic Majesty, the Right Honourable James Bryce, O.M., his Ambas- 

3 sador Extraordinary and Plentipotentiary at Washington ; 

Who, after having communicated to one another their full powers, found in 
good and due form, have agreed upon the following articles: 


PRELIMINARY ARTICLE 


For the purposes of this treaty boundary waters are defined as the waters from 
main shore to main shore of the lakes and rivers and connecting waterways, or 
the portions thereof, along which the international boundary between the United 
States and the Dominion of Canada passes, including all bays, arms, and inlets 
thereof, but not including tributary waters which in their natural channels would 
flow into such lakes, rivers, and waterways, or waters flowing from such lakes, 
rivers, and waterways, or the waters of rivers flowing across the boundary. 


ARTICLE I 


The High Contracting Parties agree that the navigation of all navigable bound- 
ary waters shall forever continue free and open for the purposes of commerce to 
the inhabitants and to the ships, vessels, and boats of both countries equally, 
subject, however, to any laws and regulations of either country, within its own 
territory, not inconsistent with such privilege of free navigation and applying 
equally and without discrimination to the inhabitants, ships, vessels, and boats 
of both countries. 

4 It is further agreed that so long as this treaty shall remain in force, this same 

; ' right of navigation shall extend to the waters of Lake Michigan and to all canals 
connecting boundary waters, and now existing or which may hereafter be con- 

structed on either side of the line. Either of the High Contracting Parties may 

adopt rules and regulations governing the use of such canals within its own terri- 

tory and may charge tolls for the use thereof, but all such rules and regulations 


i and all tolls charged shall apply alike to the subjects or citizens of the High Con- 
t tracting Parties and the ships, vessels, and boats of both of the High Contracting 
a *arties, and they shall be placed on terms of equality in the use thereof. 


ARTICLE II 


Each of the High Contracting Parties reserves to itself or to the several State 
Governments on the one side and the Dominion or Provincial Governments on the 
other as the case may be, subject to any treaty provisions now existing with re- 
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spect thereto, the exclusive jurisdiction and control over the use and diversion, 
whether temporary or permanent, of all waters on its own side of the line which 
in their natural channels would flow across the boundary or into boundary waters; 
but it is agreed that any interference with or diversion from their natural chan- 
nel of such waters on either side of the boundary, resulting in any injury on the 
other side of the boundary, shall give rise to the same rights and entitle the in- 
jured parties to the same legal remedies as if such injury took place in the country 
where such diversion or interference occurs; but this provision shall not apply 
to cases already existing or to cases expressly covered by special agreement 
between the parties hereto. 

It is understood, however, that neither of the High Contracting Parties intends 
by the foregoing provision to surrender any right, which it may have, to object 
to any interference with or diversions of waters on the other side of the boundary 
the effect of which would be productive of material injury to the navigation 
interests on its own side of the boundary. 


ARTICLE III 


It is agreed that, in addition to the uses, obstructions, and diversions heretofore 
permitted or hereafter provided for by special agreement between the Parties 
hereto, no further or other uses or obstructions or diversions, whether temporary 
or permanent, of boundary waters on either side of the line, affecting the natural 
level or flow of boundary waters on the other side of the line, shall be made except 
by authority of the United States or the Dominion of Canada within their respec- 
tive jurisdictions and with the approval, as hereinafter provided, of a joint com- 
mission, to be known as the International Joint Commission. 

The foregoing provisions are not intended to limit or interfere with the exist- 
ing rights of the Government of the United States on the one side and the Govern- 
ment of the Dominion of Canada on the other, to undertake and carry on govern- 
mental works in boundary waters for the deepening of channels, the construction 
of breakwaters, the improvement of harbours, and other governmental works for 
the benefit of commerce and navigation, provided that such works are wholly on 
its own side of the line and do not materially affect the level or flow of the bound- 
ary waters on the other, nor are such provisions intended to interfere with the 
ordinary use of such waters for domestic and sanitary purposes. 


ARTICLE IV 


The High Contracting Parties agree that, except in cases provided for by special 
agreement between them, they will not permit the construction or maintenance 
on their respective sides of the boundary of any remedial or protective works or 
any dams or other obstructions in waters flowing from boundary waters or in 
waters at a lower level than the boundary in rivers flowing across the boundary, 
the effect of which is to raise the natural level on waters on the other side of 
the boundary unless the construction or maintenance thereof is approved by the 
aforesaid International Joint Commission. 

It is further agreed that the waters herein defined as boundary waters and 
waters flowing across the boundary shall not be polluted on either side to the 
injury of health or property on the other. 


ARTICLE V 


The High Contracting Parties agree that it is expedient to limit the diversion 
of waters from the Niagara River so that the level of Lake Erie and the flow 
of the stream shall not be appreciably affected. It is the desire of both Parties 
to accomplish this object with the least possible injury to investments which 
have already been made in the construction of power plants on the United 
States side of the river under grants of authority from the State of New York, 
and on the Canadian side of the river under licences authorized by the Dominion 
of Canada and the Province of Ontario. 

So long as this treaty shall remain in force, no diversion of the waters of the 
Niagara River ahove the Falls from the natural course and stream thereof shall 
be permitted except for the purposes and to the extent hereinafter provided. 

The United States may authorize and permit the diversion within the State 
of New York of the waters of said river above the Falls of Niagara, for power 
purposes, not exceeding in the aggregate a daily diversion at the rate of twenty 
thousand cubie feet of water per second. 
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The United Kingdom, by the Dominion of Canada, or the Province of Ontario, 
may authorize and permit the diversion within the Province of Ontario of the 
waters of said river above the Falls of Niagara, for power purposes, not ex- 
ceeding in the aggregate a daily diversion at the 
cubic feet of water per second. 

The prohibitions of this article shall not apply to the diversion of water for 
sanitary or domestic purposes or for the service of canals for the purposes of 
navigation. 


‘ate of thirty-six thousand 


ARTICIE VI 


The High Contracting Parties agree that the St. Mary and Milk Rivers and 
their tributaries (in the State of Montana and the Provinces of Alberta and 
Saskatchewan) are to be treated as one stream for the purposes of irrigation 
and power, and the waters thereof shall be apportioned equally between the 
two countries, but in making such equal apportionment more than half may be 
taken from one river and less than half from the other by either country so as 
to afford a more beneficial use to each. It is further agreed that in the division 
of such waters during the irrigation season, between the 1st of April and 31st of 
October, inclusive, annually, the United States is entitled to a prior appropri- 
ation of 500 cubic feet per second of the waters of the Milk River, or so much of 
such amount as constitutes three-fourths of its natural flow, and that Canada 
is entitled to a prior appropriation of 500 cubic feet per second of the flow of St. 
Mary River, or so much of such amount as constitutes three-fourths of its natural 
flow. 

The channel of the Milk River in Canada may be used at the convenience of 
the United States for the conveyance, while passing through Canadian territory, 
of waters diverted from the St. Mary River. The provisions of Article IT of 
this treaty shall apply to any injury resulting to property in Canada from the 
conveyance of such waters through the Milk River. 

The measurement and apportionment of the water to be used by each country 
shall from time to time be made jointly by the properly constituted reclama- 
tion officers of the United States and the properly constituted irrigation officers 
of His Majesty under the direction of the International Joint Commission. 


ARTICLE VII 


The High Contracting Parties agree to establish and maintain an International 
Joint Commission of the United States and Canada composed of six commis- 
sioners, three on the part of the United States appointed by the President there- 
of, and three on the part of the United Kingdom appointed by His Majesty on 
the recommendation of the Governor in Council of the Dominion of Canada. 


ARTICLE VIII 


This International Joint Commission shall have jurisdiction over and shall 
pass upon all cases involving the use or obstruction or diversion of the waters 
with respect to which under Articles III and IV of this Treaty the approval 
of this Commission is required, and in passing upon such cases the Commission 
shall be governed by the following rules or principles which are adopted by the 
High Contracting Parties for this purpose: 

The High Contracting Parties shall have, each on its own side of the boundary, 
equal and similar rights in the use of the waters hereinbefore defined as bound- 
ary waters. 

The following order of precedence shall be observed among the various uses 
enumerated hereinafter for these waters, and no use shall be permitted which 
tends materially to conflict with or restrain any other use which is given pref- 
erence over it in this order of precedence : 

(1) Uses for domestic and sanitary purposes ; 

(2) Uses for navigation, including the service of canals for the purposes of 
navigation: 

(3) Uses for power and for irrigation purposes. 

The foregoing provisions shall not apply to or disturb any existing uses of 
boundary waters on either side of the houndary. 

The requirement for an equal division may in the discretion of the Commis- 
sion be suspended in cases of temporary diversions along boundary. waters at 
points where such equal division can not be made advantageously on account 
of local conditions, and where such diversion does not diminish elsewhere the 
amount available for use on the other side. 
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The Commission in its discretion may make its approval in any case condi- 
tional upon the construction of remedial or protective works to compensate so 
far as possible for the particular use or diversion proposed, and in such cases 
may require that suitable and adequate provision, approved by the Commission, 
be made for the protection and indemnity against injury of any interests on 
either side of the boundary. 

In cases involving the elevation of the natural level of waters on either side 
of the line as a result of the construction or maintenance on the other side of 
remedial or protective works or dams ov other obstructions in boundary waters 
or in waters flowing therefrom or in waters below the boundary in rivers flowing 
across the boundary, the Commission shall require, as a condition of its approval 
thereof, that suitable and adequate provision, approved by it, be made for the 
protection and indemnity of all interests on the other side of the line which 
may be injured thereby. 

The majority of the Commissioners shall have power to render a decision. 
In case the Commission is evenly divided upon any question or matter presented 
to it for decision, separate reports shall be made by the Commissioners on each 
side to their own Government. The High Contracting Parties shall thereupon 
endeavour to agree upon an adjustment of the question or matter of difference, 
and if an agreement is reached between them, it shall be reduced to writing in 
the form of a protocol, and shall be communicated to the Commissioners, who 
shall take such further proceedings as may be necessary to carry out such agree- 
ment. 

ARTICLE IX 


The High Contracting Parties further agree that any other questions or 
matters of difference arising between them involving the rights, obligations, or 
interests of either in relation to the other or to the inhabitants of the other 
along the common frontier between the United States and the Dominion of 
Canada shall be referred from time to time to the International Joint Com- 
mission for examination and report, whenever either the Government of the 
United States or the Government of the Dominion of Canada shall request that 
such questions or matters of difference be so referred. 

The International Joint Commission is authorized in each case so referred 
to examine into and report upon the facts and circumstances of the particular 
questions and matters referred, together with such conclusions and recommenda- 
tions as may be appropriate, subject, however, to any restrictions or exceptions 
which may be imposed with respect thereto by the terms of the reference. 

Such reports of the Commission shall not be regarded as decisions of the 
questions or matters so submitted either on the facts or the law, and shall in 
no way have the character of an arbitral award. 

The Commission shall make a joint report to both Governments in all cases 
in which all or a majority of the Commissioners agree, and in case of disagree 
ment the minority may make a joint report to both Governments, or separate 
reports to their respective Governments. 

In case the Commission is evenly divided upon any question or matter re- 
ferred to it for report, separate reports shall be made by the Commissioners on 
each side to their own Government. 


ARTICLE X 


Any questions or matters of difference arising between the High Contracting 
Parties involving the rights, obligations, or interests of the United States or of 
the Dominion of Canada either in relation to each other or to their respective 
inhabitants, may be referred for decision to the International Joint Commission 
by the consent of the two Parties, it being understood that on the part of the 
United States any such action will be by and with the advice and consent of 
the Senate, and on the part of His Majesty’s Government with the consent of 
the Governor General in Council. In each case so referred, the said Commis- 
sion is authorized to examine into and report upon the facts and circumstances 
of the particular questions and matters referred, together with such conclu- 
sions and recommendations as may be appropriate, subject, however, to any 
restrictions or exceptions which may be imposed with respect thereto by the 
terms of the reference. 

A majority of the said Commission shall have power to render a decision 
or finding upon any of the questions or matters so referred. 
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If the said Commission is equally divided or otherwise unable to render a 
decision or finding as to any questions or matters so referred, it shall be the 
duty of the Commissioners to make a joint report to both Governments, or 
separate reports to their respective Governments, showing the different con- 
clusions arrived at with regard to the matters or questions so referred, which 
questions or matters shall thereupon be referred for decision by the High Con- 
tracting Parties to an umpire chosen in accordance with the procedure pre- 
scribed in the fourth, fifth, and sixth paragraphs of Article XLV of the Hague 
Convention for the pacific settlement of international disputes, dated October 
18, 1907. Such umpire shall have power to render a final decision with respect 
to those matters and questions so referred on which the Commission failed to 
agree. 

ARTICLE XI 


A duplicate original of all decisions rendered and joint reports made by the 
Commission shall be transmitted to and filed with the Secretary of State of 
the United States and the Governor General of the Dominion of Canada, and 
to them shall be addressed all communications of the Commission. 


ARTICLE XII 


The International Joint Commission shall meet and organize at Washington 
promptly after the members thereof are appointed, and when organized the 
Commission may fix such times and places for its meetings as may be necessary, 
subject at all times to special call or direction by the two Governments. Each 
Commissioner upon the first joint meeting of the Commission after his appoint- 
ment, shall, before proceeding with the work of the Commission, make and 
subscribe a solemn declaration in writing that he will faithfully and impartially 
perform the duties imposed upon him under this treaty, and such declaration 
shall be entered on the records of the proceedings of the Commission. 

The United States and Canadian sections of the Commission may each ap- 
point a secretary, and these shall act as joint secretaries of the Commission 
at its joint sessions, and the Commission may employ engineers and clerical 
assistants from time to time as it may deem advisable. The salaries and per- 
sonal expenses of the Commission and of the secretaries shall be paid by their 
respective Governments, and all reasonable and necessary joint expenses of 
the Commission, incurred by it, shall be paid in equal moieties by the High Con- 
tracting Parties. 

The Commission shall have power to administer oaths to witnesses, and to 
take evidence on oath whenever deemed necessary in any proceeding, or in- 
quiry, or matter within its jurisdiction under this treaty, and all parties in- 
terested therein shall be given convenient opportunity to be heard, and the High 
Contracting Parties agree to adopt such legislation as may be appropriate and 
necessary to give the Commission the powers above mentioned on each side of 
the boundary, and to provide for the issue of subpoenas and for compelling 
the attendance of witnesses in proceedings before the Commission. The Com- 
mission may adopt such rules of procedure as shall be in accordance with justice 
and equity, and may make such examination in person and through agents or 
employees as may be deemed advisable. 


ARTICLE XIII 


In all cases where special agreements between the High Contracting Parties 
hereto are referred to in the foregoing articles, such agreements are understood 
and intended to include not only direct agreements between the High Contracting 
Parties, but also any mutual arrangement between the United States and the 
Dominion of Canada expressed by concurrent or reciprocal legislation on the 
part of Congress and the Parliament of the Dominion. 


ARTICLE XIV 


The present treaty shall be ratified by the President of the United States 
of America, by and with the advice and consent of the Senate thereof, and 
by His Britannic Majesty. The ratifications shall be exchanged at Washington 
as soon as possible and the treaty shall take effect on the date of the exchange 
of its ratifications. It shall remain in force for five years, dating from the day 
of exchange of ratifications, and thereafter until terminated by twelve months’ 
Written notice given by either High Contracting Party to the other. 
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In faith whereof the respective plenipotentiaries have signed this treaty 
in duplicate and have hereunto affixed their seals. 
Done at Washington the 11th day of January, in the year of our Lord one 
thousand nine hundred and nine. 
(Signed) Etravu Roor [SEAL] 
(Signed) James Bryce [SEAL] 


AND WHEREAS the Senate of the United States by their resolution of March 
3, 1909 (two-thirds of the Senators present concurring therein) did advise and 
consent to the ratification of the said Treaty with the following understanding, 
to wit: 

“Resolved further, as a part of this ratification, That the United States 
approves this treaty with the understanding that nothing in this treaty shall 
be construed as affecting, or changing, any existing territorial or riparian rights 
in the water, or rights of the owners of lands under water, on either side of the 
international boundary at the rapids of the St. Mary’s river at Sault Ste. Marie, 
in the use of the waters flowing over such lands, subject to the requirements 
of navigation in boundary waters and of navigation canals, and without prejudice 
to the existing right of the United States and Canada, each to nse the waters 
of the St. Mary’s river, within its own territory, and further, that nothing 
in this treaty shall be construed to interfere with the drainage of wet swamp 
and overflowed lands into streams flowing into boundary waters, and that this 
interpretation will be mentioned in the ratification of this treaty as conveying 
the true meaning of the treaty, and will, in effect, form part of the treay ;” 

AND WHEREAS the said understanding has been accepted by the Government 
of Great Britain, and the ratifications of the two Governments of the said treaty 
were exchanged in the City of Washington, on the 5th day of May, one thousand 
nine hundred and ten; 

Now, THEREFORE, be it known that I, William Howard Taft, President of the 
United States of America, have caused the said treaty and the said understand- 
ing, as forming a part thereof, to be made public, to the end that the same and 
every article and clause thereof may be observed and fulfilled with good faith by 
the United States and the citizens thereof. 

In testimony whereof, I have hereunto set my hand and caused the seal of 
the United States to be affixed. 

DoNE at the City of Washington this thirteenth day of May in the year 

of our Lord one thousand nine hundred and ten, 

[SEAL] and of the Independence of the United States of America the one 

hundred and thirty-fourth. 
Wo. H. Tarr. 

By the President: 

P. C. KNox, 
Secretary of State. 


PROCOTOL OF EXCHANGE 


On proceeding to the exchange of the ratifications of the treaty signed at 
Washington on January 11, 1909, between the United States and Great Britain, 
relating to boundary waters and questions arising along the boundary between 
the United States and the Dominion of Canada, the undersigned plenipotentiaries, 
duly authorized thereto by their respective Governments, hereby declare that 
nothing in this treaty shall be construed as affecting, or changing, any existing 
territorial, or riparian rights in the water, or rights of the owners of lands under 
water, on either side of the international boundary at the rapids of the St. Mary’s 
River at Sault Ste. Marie, in the use of the waters flowing over such lands, 
subject to the requirements of navigation in boundary waters and of navigation 
canals, and without prejudice to the existing right of the United States and 
Canada, each to use the waters of the St. Mary’s River, within its own territory ; 
and further, that nothing in this treaty shall be construed to interfere with 
the drainage of wet, swamp, and overflowed lands into streams flowing into 
boundary waters, and also that this declaration shall be deemed to have equal 
force and effect as the treaty itself and to form an integral part thereto. 

The exchange of ratifications then took place in the usual form. 

In witness whereof, they have signed the present Protocol of Exchange and 
have affixed their seals thereto. 

Done at Washington this 5th day of May, one thousand nine hundred and ten. 


PHILANDER C. KNox [SEAL] 
JAMES BRYCE [SEAL] 
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{S. Ex. N, 8ist Cong., 2d sess.] 


Message from the President of the United States transmitting the treaty between 
the United States of America and Canada concerning uses of the waters of the 
Niagara River, signed at Washington, February 27, 1950 


THE WHITE HovskE, May 2, 1950. 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to ratification, 
I transmit herewith a treaty between the United States of America and Canada 
concerning uses of the waters of the Niagara River, signed at Washington 
February 27, 1950, together with a report of the Secretary of State. 

This treaty is necessary in order to make definite and permanent allocations 
of Niagara River water for domestic, scenic, navigation, and power purposes. At 
present these allocations are governed by an obsolete and inadequate set of inter- 
national agreements. 

The new treaty is designed to preserve and enhance the scenic beauty of Niag- 
ara Falls and to prescribe how much water, consistent with this purpose, may be 
diverted for power purposes in the two countries. 

Today the beauty of the Falls—particularly of the Horseshoe Falls on the 
Canadian side—is impaired by uneven distribution of the waters over the crest, 
and concentrated flows are accelerating erosion. The treaty makes positive pro- 
vision to correct this situation by providing for the construction of works de- 
signed to spread the waters over the Falls in an unbroken crestline and reduce 
the concentrated flows over parts of the crest. 

The treaty reserves the necessary amounts of water for the scenic beauty of 
the Falls, as well as for domestic and sanitary purposes and for navigation, and 
provides that the remaining water shall be available for power and shall be 
divided equally between the United States and Canada. 

The flow of water between Lake Erie and Lake Ontario is the greatest potential 
source of hydroelectric power at one location on this continent. For many years 
some of this water has been used to produce hydroelectric power. The Inter- 
national Boundary Waters Treaty, signed January 11, 1909, authorized some di- 
version for power purposes, and exchanges of notes between the United States 
and Canada in 1941 and 1948 provided for additional temporary diversions to 
meet emergency needs. In all, some 82,000 cubic feet of water per second has 
been authorized to be diverted for power purposes, of which 56,000 cubic feet is on 
a permanent basis, and some 1,290,000 kilowatts of power capacity have been 
installed on both sides of the border. 

For some time it has been evident that much more hydroelectric power can be 
produced from the Niagara River without detriment to navigation or to the scenic 
beauty of Niagara Falls. In September 1949 the staff of the Federal Power Com- 
mission reported that by using the water which can properly be made available 
for power, through modern, efficient generating facilities, some 1,250,000 kilowatts 
of net additional power capacity can be developed in the United States. The 
Federal Power Commission staff report did not, of course, cover in detail the 
additional capacity which might be added on the Canadian side, where more 
water is already being used than in the United States. It is evident, however, 
that several hundred thousand kilowatts of additional power can also be made 
available in Canada, 

Thus, the new treaty will permit the development of substantial amounts of 
low-cost power in an area of urgent need, without detriment to the scenic beauty 
of the Falls. I believe it is a fair and wise treaty, which protects all legitimate 
interests. and I recommend its approval by the Senate. 

It is clear that the additional power to be produced from the Niagara River 
should be considered in relation to other sources of hydroelectric power in the 
northeastern United States, particularly the St. Lawrence seaway and power 
project which is in the same watershed. 

The St. Lawrence project is urgently needed, of course, not only as a souree of 
additional power, but equally as an additional avenue of transportation. Con- 
sidered from the power point of view alone, however, both the Niagara and St. 
Lawrence sources are badly needed. The national security and the economic 
growth of this part of the country require that additional sources of low-cost 
power should be rapidly developed. The staff of the Federal Power Commission 
found that the need for power in the northeastern part of the country is so great 
that the additional power from the Niagara River, together with that to be made 
available from the St. Lawfence seaway and power project, can all be used in 
New York and adjacent States as soon as the necessary works can be constructed. 
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When the Niagara treaty has been ratified, the question will naturally arise as 
to how additional facilities shall be developed to achieve the best use of water 
to be diverted for power purposes. My own views on this question are a matter 
of public record ; I believe that the additional power facilities should be publicly 
constructed, in order that the benefits of the hydroelectric power produced there 
can be passed on to the people at the lowest possible cost to them. 

This is a question, however, which is not determined by the treaty itself. It 
is a question which we in the United States must settle under our own 
procedures and laws. It would not be appropriate either for this country or 
for Canada to require that an international agreement between them contain 
the solution of what is entirely a domestic problem. All this treaty does is 
to make additional water legally available for power purposes in each of the two 
countries. This is a step which must be taken in the interest of the United States. 
It is one which should be left separate from the steps which must be taken in 
this country in order to convert this water into additional power. 

Accordingly, I urge the Senate to consider this treaty promptly, in order that 
this hydroelectric power, badly needed in the United States and Canada, can be 
made available at the earlest possible time. 

Harry 8S. TRUMAN. 


DEPARTMENT OF STATE, 
Washington, March 3, 1950. 
The PRESIDENT, 
The White House: 

I have the honor to transmit to you a treaty between the United States of 
America and Canada concerning uses of water of the Niagara River, signed at 
Washington on February 27, 1950, with the recommendation that it be submitted 
to the Senate for its advice and consent to ratification. 

Negotiations with Canada for the treaty were initiated by the Department of 
State at your request, and participating therein along with officials of the 
Department were representatives of the Federal Power Commission and of the 
Corps of Engineers, Department of the Army. The negotiators were aided in 
their work by the report dated September 28, 1949, of the Bureau of Power of 
the Federal Power Commission entitled “Possibilities for Redevelopment of 
Niagara Falls for Power,” which discusses the possibilities of increased power 
development of the Niagara River in connection with the preservation of the 
scenic spectacle of the Falls. 

The treaty has been negotiated with the objective of establishing a formula 
which will protect and enhance the natural beauty of Niagara Falls and Rapids 
and also provide for a more efficient use of the water resources available for 
power development than is now permitted by international agreement. 

As a means of achieving its objective, the new treaty establishes a schedule 
for the minimum amount of water which is to flow over Niagara Falls and 
through the Rapids for scenic purposes. Flows in excess of the water reserved 
for scenic purposes by the schedule may be diverted for power purposes, and the 
water thus made available for power purposes is to be divided equally between 
the United States and Canada. The schedule was derived from and is considered 
to be in accordance with the conclusions of the Special International Niagara 
Board in its report dated June 22, 1928, on the preservation and improvement 
of Niagara Falls and Rapids, which was submitted to the United States and 
Canada on December 11, 1929, and has been printed as Senate Document No. 128, 
Seventy-first Congress, second session. 

In recognition of the primary obligation to preserve the scenic beauty of 
the Fails, the United States and Canada have further agreed in the treaty to 
complete, in accordance with the objectives of the aforementioned final report 
of the Special International Niagara Board, the remedial works considered 
necessary to enhance the beauty of the Falls by distributing the waters so as to 
produce an unbroken crestline. The International Joint Commission is to be 
requested to make recommendations as to the nature and design of the remedial 
works and the allocation of the task of construction as between the two countries. 
Upon approval by the United States and Canada of the recommendations, the 
construction will be undertaken pursuant thereto under the supervision of the 
International Joint Commission, and is to be completed within 4 years after the 
date of approval of the recommendations. The total cost of the works is to be 
divided equally between the United States and Canada. It is estimated that 
the remedial works will cost the two Governments a total of $1,750,000. 
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A portion of the remedial works already constructed consists of a submerged 
weir above Horseshoe Falls. By an exchange of notes, dated October 27, 1941, 
and approved by the United States Senate November 27, 1941, the Governments 
of the United States of America and Canada agreed to commence the construction 
of this submerged weir in 1942. Construction was completed in 1948, and the net 
cost to the two Governments was $785,446.41. This submerged weir raised the 
level of the Niagara River about 1 foot and almost doubled the flow over the 
American Falls, thereby improving its appearance and also increasing the flow to 
the existing powerplants with intakes upstream from the weir. 

With respect to power development, the treaty will place on a permanent 
basis the diversions of water from the Niagara River which may be authorized 
for power purposes. It will terminate the provisions of agreements now in 
force between the United States and Canada relating to the quantity of water 
which at present may be diverted for power purposes, namely, the third, fourth, 
and fifth paragraphs of article V of the treaty between the United States of 
America and Great Britain with respect to boundary waters between the United 
States of America and Canada, signed at Washington January 11, 1909 (36 Stat. 
2448), and the notes exchanged between the Government of the United States of 
America and the Government of Canada at Washington on May 20, 1941 (55 Stat. 
1276), October 27, and November 27, 1941 (55 Stat. 1380), and December 23, 1948 
(S. Ex. J, 8lst Cong., Ist sess.), authorizing for emergency purposes temporary 
additional diversions. 

In place of the above provisions, which, with the exception of those contained 
in the 1909 treaty, are temporary in character, there will be upon the entry into 
force of the new treaty a permanent agreement which will make possible the 
long overdue redevelopment of the power potential of the Niagara River. It 
will permit the construction of new powerplants of the latest design to make 
the most efficient use of the available water. This more complete utilization of 
the water resources of the Niagara River for the production of hydroelectric 
power will constitute one important measure for increasing the supply of 
urgently needed power in northeastern United States and southeastern Canada. 

The treaty defines the water which shall be available for scenic and power 
purposes as the total outflow from Lake Erie to the Welland Canal and Niagara 
River (including the Black Rock Canal) exclusive of the needs for sanitary, 
domestic, and navigation purposes. The Welland Canal is mentioned separately 
from the Niagara River because it diverts water directly from Lake Erie and 
is used in part to convey water for power as well as for navigation and sanitary 
purposes. The Black Rock Canal diverts water from Lake Erie for navigation 
purposes and returns the water to the Niagara River above the Falls. 

Waters which are being diverted into the natural drainage of the Great Lakes 
system from the Hudson Bay system, through the existing Long Lac-Ogoki works, 
continue to be governed by the notes exchange between the Government of the 
United States of America and the Government of Canada at Washington October 
14 and 31 and November 7, 1940 (54 Stat. 2426), and are not included in the 
waters allocated under the provisions of the treaty. In compensation for the 
water thus added to the Great Lakes system these notes authorize Canada to 
divert an equivalent amount of water above the Falls. 

As a means of supervising the diversion of water from the Niagara River, 
the treaty provides that the United States and Canada shall each designate a 
representative who, acting jointly, shall ascertain and determine the amounts 
of water available for the purposes of the treaty. The two representatives also 
have the duty of keeping records of the amount of water available and the 
amounts of water used for power diversions. 

The two Governments have agreed in the treaty that until such time as there 
are facilities in the territory of one country to use its full share of the diver- 
sions of water for power purposes, the other country may use the portion of that 
share for the use of which facilities are not available. 

Neither the United States nor Canada will be responsible for physical injury 
or damage to persons or property in the territory of the other which may be 
caused by any act authorized or provided for by the treaty. 

The treaty will come into force on the date of exchange of ratifications and 
continue in force for a period of 50 years and thereafter until 1 year from the 
day on which either party shall give notice to the other party of its intention of 
terminating the treaty. The period of at least 50 years’ duration for the treaty 
has been provided for in order to allow a sufficient period for the amortization 
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of bonds which may be issued in connection with the financing of power 
redevelopment at Niagara Falls. 
Respectfully submitted. 
DEAN ACHESON. 


(Enclosure: Treaty between the United States of America and Canada con- 
cerning uses of water of the Niagara River.) 


TREATY BETWEEN THE UNITED STATES OF AMERICA AND CANADA CONCERNING USES 
OF THE WATERS OF THE NIAGARA RIVER 


The United States of America and Canada, recognizing their primary obligation 
to preserve and enhance the scenic beauty of the Niagara Falls and River and, 
consistent with that obligation, their common interest in providing for the most 
beneficial use of the waters of that River. 

Considering that the quantity of water which may be diverted from the Niagara 
River for power purposes is at present fixed by Article V of the treaty with 
respect to the boundary waters between the United States of America and 
Canada, signed at Washington January 11, 1909, between the United States of 
America and Great Britain, and by notes exchanged between the Government 
of the United States of America and the Government of Canada in 1940, 1941, 
and 1948, authorizing for emergency purposes temporary additional diversions, 

Recognizing that the supply of low-cost power in northeastern United States 
and southeastern Canada is now insufficient to meet existing and potential 
requirements and considering that the water resources of the Niagara River 
may be more fully and efficiently used than is now permitted by international 
agreement, 

Desiring to avoid a continuing waste of a great natural resource and to make 
it possible for the United States of America and Canada to develop, for the 
benefit of their respective peoples, equal shares of the waters of the Niagara 
River available for power purposes, and, 

Realizing that any redevelopment of the Niagara River for power in the United 
States of America and Canada is not advisable until the total diversion of water 
which may be made available for power purposes is authorized permanently and 
any restrictions on the use thereof are agreed upon, 

Have resolved to conclude a treaty in furtherance of these ends and for that 
purpose have appointed as their plenipotentiaries : 

The United States of America: 

Dean Acheson, Secretary of State of the United States of America, and 

Canada: 

H. H. Wrong, Ambassador Extraordinary and Plenipotentiary of Canada to 
the United States of America, 

Who, after having communicated to one another their full powers, found inp 
good and due form, have agreed upon the following articles : 


ARTICLE I 


This Treaty shall terminate the third, fourth, and fifth paragraphs of Article V 
of the treaty between the United States of America and Great Britain relating to 
boundary waters and questions arising between the United States of America 
and Canada dated January 11, 1909, and the provisions embodied in the notes 
exchanged between the Government of the United States of America and the 
Government of Canada at Washington on May 20, 1941, October 27, 1941, Novem- 
ber 27, 1941, and December 23, 1948, regarding temporary diversions of water 
of the Niagara River for power purposes. 


ARTICLE II 


The United States of America and Canada agree to complete in accordance with 
the objectives envisaged in the final report submitted to the United States of 
America and Canada on December 11, 1929, by the Special International Niagara 
Board, the remedial works which are necessary to enhance the beauty of the Falls 
by distributing the waters so as to produce an unbroken crestline on the Falls. 
The United States of America and Canada shall request the International Joint 
Commission to make recommendations as to the nature and design of such 
remedial works and the allocation of the task of construction as between the 
United States of America and Canada. Upon approval by the United States of 
America and Canada of such recommendations the construction shall be under- 
taken pursuant thereto under the supervision of the International Joint Commis- 

















NIAGARA POWER DEVELOPMENT 75 


sion and shall be completed within four years after the date upon which the 
United States of America and Canada shall have approved the said recommenda- 
tions. The total cost of the works shall be divided equally between the United 
States of America and Canada. 











ARTICLE Ill 















The amount of water which shall be available for the purposes included in 
Articles IV and V of this Treaty shall be the total outflow from Lake Erie to the 
Welland Canal and the Niagara River (including the Black Rock Canal) less the 
amount of water used and necessary for domestic and sanitary purposes and for 
the service of canals for the purposes of navigation. Waters which are being di- 
verted into the natural drainage of the Great Lakes System through the existing 
Long Lac-Ogoki works shall continue to be governed by the notes exchanged 
between the Government of the United States of America and the Government 
of Canada at Washington on October 14 and 31 and November 7, 1940, and shall 
not be included in the waters allocated under the provisions of this Treaty. 













ARTICLE IV 





In order to reserve sufficient amounts of water in the Niagara River for scenic 
purposes, no diversions of the water specified in Article III of this Treaty shall 
be made for power purposes which will reduce the flow over Niagara Falls to less 
than one hundred thousand cubic feet per second each day between the hours of 
eight a. m., E. S. T., and ten p. m., E. S. T., during the period of each year begin- 
ning April 1 and ending September 15, both dates inclusive, or to less than one 
hundred thousand cubic feet per second each day between the hours of eight a. m., 
Kk. S. T., and eight p. m., E. S. T., during the period of each year beginning Septem- 
ber 16 and ending October 31, both dates inclusive, or to less than fifty thousand 
cubic feet per second at any other time: the minimum rate of fifty thousand cubie 
feet per second to be increased when additional water is required for flushing ice 
above the Falls or through the rapids below the Falls. No diversion of the 
amounts of water, specified in this Article to flow over the Falls, shall be 


made 
for power purposes between the Falls and Lake Ontario. 
















ARTICLE V 





All water specified in Article III of this Treaty in excess of water reserved for 
scenic purposes in Article IV may be diverted for power purposes. 





ARTICLE VI 





The waters made available for power purposes by the provisions of this Treaty 
shall be divided equally between the United States of America and Canada 


ARTICLE VII 





The United States of America and Canada shall each designate a representative 
who, acting jointly, shall ascertain and determine the amounts of water available 
for the purposes of this Treaty, and shall record the same, and shall also record 
the amounts of water used for power diversions. 







ARTICLE VIII 



















Until such time as there are facilities in the territory of one party to use its 
full share of the diversions of water for power purposes agreed upon in this 
Treaty, the other party may use the portion of that share for the use of which 
facilities are not available. 





ARTICLE IX 





Neither party shall be responsible for physical injury or damage to persons or 
property in the territory of the other which may be caused by any act authorized 
or provided for by this Treaty. 










ARTICLE X 






This Treaty shall be ratified and the instruments of ratification thereof ex 
changed at Ottawa. The Treaty shall come into force upon the date of the 
exchange of ratifications and continue in force for a period of fifty years and 


64392—55——_6 


76 NIAGARA POWER DEVELOPMENT 


thereafter until one year from the day on which either party shall give notice to 
the other party of its intention of terminating the Treaty. 
In witness whereof, the undersigned plenipotentiaries have signed this Treaty. 
Done in duplicate at Washington this twenty-seventh day of February, 1950. 
For the United States of America: 
DEAN ACHESON 
For Canada : 
H. H. WRonG 


Mr. Biarnik. If there are no questions, thank you very much, gen- 
tlemen, for your testimony. 


This concludes the hearings for rer The hearings will be re- 
sumed tomorrow morning at 10 a. m. when we will have as our first 


witness Robert Moses, Chairman of the New York State Power 
Authority. 

(Whereupon, at 12:25 p. m. the hearing was recessed until 10 a. m. 
the following day, Thursday, June 9, 1955.) 
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THURSDAY, JUNE 9, 1955 


House or RepresENTATIVES, 
SUBCOMMITTEE ON Rivers AND HARBORS OF THE 
CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:15 a. m., in room 
1302, New House Office Building, Hon. John A. Blatnik, chairman 
of the subcommittee, presiding. 

Mr. Biatnik. The committee will please come to order. 

We will resume hearings on the five measures dealing with Niagara 
power development. 

Mr. Moses, Chairman of the New York State Power Authority, 
is on his way down to Washington from New York. We understand, 
due to inclement weather, there was a delay in the arrival of the plane. 

We have Mr. Sherman here, who has asked for permission to insert 
his statement. 

Mr. Sherman, will you give your name and whom you represent 
to the reporter ¢ 


STATEMENT OF LOUIS SHERMAN, GENERAL COUNSEL, INTERNA- 
TIONAL BROTHERHOOD OF ELECTRICAL WORKERS (AFL) 


Mr. SuHerman. Mr. Chairman, my name is Louis Sherman. I am 
general counsel of the International Brotherhood of Electrical Work- 
ers, an affiliate of the American Federation of Labor. 

I should like to request the permission of this committee to intro- 
duce for the record a statement of J. Scott Milne, international presi- 
dent, International Brotherhood of Electrical Workers. 

I may say that the IBEW, as the organization is referred to, has 
a membership of well over 600,000 in many branches of the electrical 
industry, including the public utilities. The IBEW strongly sup- 
ports the Miller-Dondero bills, providing for the development of the 
Niagara power project through the facilities of private enterprise. 

Mr. Buarnix. Mr. Sherman, thank you. 

This statement is of the international president of the International 
Brotherhood of Electrical Workers of the AFL? 

Mr. SuHerman. That is correct. And I want to emphasize this is 
a statement made on behalf of the international, as distinguished from 
any particular group of locals. In other words, it comprises the posi 
tion of the entire organization. <1e. ! 

Mr. Biatntx. Without an objection, the statement will be inserted 
in the record at this point. 
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(The statement of J. Scott Milne, international president, Inter- 
national Brotherhood of Electrical Workers (AFL) is as follows:) 


This statement is being filed with the House Committee on Public Works by 
J. Scott Milne, international president of the International Brotherhood of 
Electrical Workers (AFL), a labor organization having a membership of more 
than 600,000 in many branches of the electrical industry. The IBEW strongly 
supports the Miller (H. R. 142) and Dondero (H. R. 420) bills providing for 
development of the Niagara project by private enterprise. 

The Niagara proje:t contemplates the expenditure of over $400 million to 
construct new powerplants and other facilities which will produce an additional 
1,100,000 kilowatts of dependable capacity. This project, which involves the 
utilization of the waters of the Niagara River for power purposes, has no con- 
nection with the multipurpose St. Lawrence seaway and power project. 

Although there is virtually no disagreement as to the advisability of the 
Niagara project, there is controversy over whether the project should be developed 
under public or private auspices. 

The International Brotherhood of Electrical Workers, after giving careful 
consideration to this matter, has concluded that it is in the best interests of the 
publie and of organized labor to support the development of this project through 
private enterprise. 

Five large private utility corporations have the ability, the experience and 
the private funds to do the job. As ‘American citizens we believe that the 
facilities of private enterprise should be utilized wherever available because 
(1) to do so will avoid an increase in the public debt and the present staggering 
burden of taxation and (2) the Government should not invade the field of private 
enterprise where private citizens and companies can and are willing to do the job. 

But as members of organized labor, we all have a much more direct interest 
in the private construction and operation of this project. Many job oppor- 
tunities will be provided both in the construction and operation of the project. 
Union conditions and collective bargaining agreements can best be secured if 
the construction and operation of the project are performed by private utility 
companies. This is a point of most vital importance for it has been our experi- 
ence in many localities that public operation of power facilities has meant the 
destruction of collective bargaining agreements and local unions. In the State 
of Nebraska, for example, the public power authorities claimed sovereign rights 
and eliminated the collective bargaining agreements previously held by the 
IBEW with private companies. The IBEW has had similar adverse experience 
with public power authorities in other States. Furthermore, in the case of 
private operation, we have the right to strike if the management becomes 
arbitrary; we have no such right in the case of public operation—labor has no 
check on the arbitrary action of public power management. 

For all of these reasons, the IBEW is supporting the provisions of the Miller- 
Dondero bills (H. R. 142 and H. R. 420) which require private construction and 
operation of the Niagara project. 

There is a general consideration which I wish to call to your attention. 
Twenty years ago the IBEW was a strong supporter of public power as a check 
and a yardstick on the private power companies. We stood on that position 
because we believed it was in our own interest and in the interest of the public. 

Our experience in recent years has convinced us that it is now necessary to 
have a check and a yardstick on public power. The enactment of H. R. 142 
and H. R. 420 with appropriate amendments furnishes a splendid opportunity 
to accomplish this object. 

The above statement sets forth the consistent position of the International 
Brotherhood of Electrical Workers on the question raised by these bills since 
the introduction of legislation before the Congress providing for the develop- 
ment of the Niagara power project by private enterprise. A similar statement 
was made by my predecessor, the late international president, D. W. Tracy, which 
appears on page 343 of the hearings before the Senate Committee on Public 
Works held April 14, 1954. 


Mr. Biarnik. Has Mr. Moses arrived? He is the first scheduled 
witness. 

(No response.) 

Mr. Biarnix. Next we will proceed with the witnesses we have 
listed, in order. 
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Mr. Earle J. Machold, president of the Niagara-Mohawk Power 
Corp., Syracuse, N. Y. 

Mr. Machold, will you please take the stand and identify yourself 
for the record ? 


STATEMENT OF EARLE J. MACHOLD, PRESIDENT, NIAGARA- 
MOHAWK POWER CORP. 


Mr. Macnorp. Mr. Chairman, my name is Earle J. Machold and I 
am the president of Niagara-Mohawk Power Corp., paps principal 
cilice is in Syracuse, N. Xo it appear here on behalf of a group of 
investor-owned utilities in New York State to urge favorable action 
by the committee upon H. R. 142 and H. R. 420. 

Niagara-Mohawk Power Corp. is the electric utility company serv- 
ing a population of 3,100,000 people in 22,000 square ‘Iniles of upstate 
and western New York. Our service territory extends from the 
Hudson River Valley in the eastern part of the State to the Canadian 
border on the north, and across the State to Lake Erie and the Niagara 
frontier in the west, the location of the Niagar: a redevelopment pro- 
ject, which is the subject of the proposed legis!ation, 

The Niagara-Mohawk system, pioneering in major hydroelectric 
power deve lopment, constructed, owns and has operated for 55 years 
the only existing hydroelectric power development on the American 
side of the Niagara River. In view of this fact, I believe the com- 
mittee will agree that Niagara-Mohawk is a major party in interest 
in these legislative proceedings. 

However, the interests on whose behalf I appear are of even greater 
scope and importance, for I appear here as well on behalf of the four 
major electric utility companies in the State of New York with whose 
facilities the electric transmission facilities of the Niagara-Mohawk 
system are directly connected. 

Mr. Biarnikx. Will the gentleman suspend for a moment? The 
room is not in order. 

May we have the cooperation of those present by being seated? It 
is extremely difficult to hear the witness, who is one of the key wit- 
nesses in behalf of one point of view in the hearings. 

The gentleman may proceed. 

Mr. Macuoxrp. The power pool made available by the intercon- 
nected and coordinated facilities of our five companies, which are 
further interconnected with the facilities of other electric utility com- 
panies in New York and neighboring States, affords the most favor- 
able and practicable method of utilization of the output of the Niagara 
project and one which would most effectively minimize the need for 
hew steam gener ating capac ity. 

We are ready, willing, and able to make the Niagara development 
without the help of one cent of any taxpayer's money or tax subsidy 
and we lack only the legal authority which the Congress can give 
us to undertake construction of the entire project immediately and 
prosecute it toearly completion. 

In addition to Niagara-Mohawk, these New York State electric 
companies are New York State Electric & Gas Corp., which renders 
electric service in the south-central part and in a substantial portion 
of upstate New York, including the cities of Binghamton, Elmira, and 
Ithaca; Rochester Gas & Electric Corp., serving the city of Rochester 
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and vicinity, and south to the Pennsylvania line; Consolidated Edison 
Company of New York, Inc., serving the metropolitan area of New 
York City and Westchester County ; and Central Hudson Gas & Elec- 
tric Corp., which renders electric service in the cities of Poughkeepsie. 
Newburgh, Kingston, and other communities on and near the Hudson 
River. 

Comprising a substantial portion of the Nation’s light and power 
industry, our 5-company group serves a 44,000-square- ‘mile area con- 
taining a population of 14 million, covering 90 percent of the area of 
New York State and including 90 percent of its people. I have sub- 
mitted here for the use of the members of the committee a map depict- 
ing the service areas and transmission lines of our group of com- 
panies, as well as the interconnections we now maintain and operate 
among ourselves and with the other electric utility companies in New 
York and adjoining States, and with the Province ‘of Ontario, Canada. 

In connection with the question of whether the Niagara project 
should be undertaken by private enterprise or a Gover nment agency, 
Federal or State, it is important to emphasize at the very outset that 
this is in no sense a multiple-purpose project. No traditional fune- 
tions of government are here involved. This is not a project-in-aid of 
navigation, flood control, reclamation, irrigation, sanitation, or water 
supply. A Government power project at Niagara Falls would not be 
a by Sar ase t of any hitherto recognized Government activity but would 
place Government, Federal or State, purely and simply in the power 
business. The construction of a dam or other structure in the river is 
not involved. The required diversion of the waters of the Niagara 
River will occur a short distance above the cataract and the waters 
will be returned to the river a short distance below the cataract. Ob- 
viously, not one penny of the hundreds of millions of dollars of cost 
involved in this diversion and utilization of the water for power 
purposes can be said to be devoted to the improvement of navigation. 

Further, as you know if you have visited Niagara Falls, New York 
State park development lines the bank in the immediate vicinity of the 
scenic spectacle. Beyond that, there exists one of the most intense 
concentrations of industrial development in the Nation, located 
between the Niagara River and the heavily industrialized city of Buf- 
falo some 20 miles away. Areas of this nature are hardly to be iden- 
tified with irrigation, reclamation, navigation, sanitation, or flood 
control projects. 

In its report on the treaty of 1950 permitting the water diversion 
which makes this project possible, the Senate Committee on Foreign 
Relations found that any change in water levels for navigation on Lake 
Erie or the Niagara River or on the New York State Barge Canal 
would be insignificant; that domestic water supply would be unaffected 
since the intakes therefor are upstream from the powerplant intakes. 

In the hearings on the treaty, Army engineers testified that, “No 
pollution control or flood control problem will be introduced.” 

Thus, those who advocate a Government power project at Niagara 
can point to none of the bases heretofore relied upon by the Congress 
as iustifving governmental power developments. 

It is worthy of note that in the recent opinion of the majority of 
the United States Supreme Court upholding the validity of the Federal 
Power Commission’s action in granting a license to a private utility 
company to construct a hydroelectric development at Roanoke Rapids 
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on the Roanoke River in North Carolina, the Court observed that the 
site “was to be developed simply for the production of power.” In 
this respect the site differed, said the Court, from the two sites in the 
Roanoke River Basin which the Federal Government was to develop 
with “multiple-purpose reservoirs for flood control, water power, and 
low water regulation * * *.” 

Further, | want to mike clear the proposed Niagara project has 
no relation whatever to any other public project including the multi. 
purpose St. Lawrence seaway and power project where the power 
facilities to be constructed jointly by the Canadian Government and 
the New York State Power Authority must include navigation facili- 
ties costing a great many millions of dollars. 

The Niagara River flows into one end of Lake Ontario and the 
St. Lawrence flows out of the other. The Niagara and St. Lawrence 
powerplants would be separated by some 250 miles and by the 9,000 
square miles of Lake Ontario, and obviously will bear no physical, 
operational, engineering, or other relationship. 

Of course, our Government and the Canadian Government are 
properly concerned with the preservation of the scenic beauty of 
Niagara Falls. But that interest hardly affords justification for a 
governmental power development. Preservation of the scenic spectacle 
was one of the objectives of the 1950 treaty, which provides that the 
International Joint Commission supervise the construction of any 
necessary remedial works, the cost to be borne equally by this country 
und Canada and estimated at $17 million. Furthermore, the electric 
companies are willing to bear the United States share of these costs 
as an integral part of the cost of the project, and H. R. 142 and 420 
so provide. 

Moreover, the International Joint Commission has long since desig- 
nated the Ontario Hydro Commission to do the necessary work, since 
90 percent of the construction of remedial works is on the Canadian 
side. The work was commenced well over a year ago, and is well on 
its way to completion. 

Accordingly, preservation of the scenic beauty of the cataract is 
assured entirely apart from whether the power project is constructed 
by private enterprise or a public agency. 

It should also be made clear that any desired extension of existing 
park and highway development at Niagara Falls does not require 
public ownership of the power facilities. The director of State parks 
in New York has so testified before this committee last year. Fur- 
ther, in 1952, the Niagara Frontier State Park Commission announced 
that it took no stand in the power controversy and that its program 
could go forward if it received some of the water rental money which 
we have paid to the State of New York for the use of the water of 
the Niagara River for power development. Private enterprise now 
pays for the use of water in the existing hydroelectric development 
some $1,900,000 a year, and has thus far paid to the State of New 
York over $25 million in water rentals, none of which the State has 
seen fit to devote to park or parkway development, as has been done 
on the Canadian side. If private enterprise makes the additional de- 
velopment at Niagara Falls, the annual total which would be paid to 
the State for water rentals would approximate $5 million a year. 
From these payments the State legislature would be free to make ap 
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propriations for any desired park or highway development, if they 
so choose. 


In this general connection I should like to submit for the record 
a copy of a letter dated April 13, 1954, from Mr. A. T. O'Neill, then 
vice president of Niagara-Mohawk Power Corp., to Senator Edward 
Martin, then chairman of the Senate Committee on Public Works, 
concerning the historic part we have played, and of which we are 
proud, in maintaining the scenic beauty at Niagara Falls. The letter 
was made a part of the record of the he: rings in the last Congress, 
and I respectfully request that it be made a part of the record of 
these hearings. 

Mr. Biarnik. Without objection, it is so ordered to be inserted at 
this point in the record. 

(The letter of Mr. O'Neill to Senator Martin is as follows:) 


NIAGARA MOHAWK POWER CorpP., 
Buffalo 3, N. Y., April 13, 1954. 
Re Federal Legislation on Niagara power. 
Hon. EDWARD MARTIN, 
Chairman, Committee on Public Works, 
Senate Office Building, Washington, D.C. 


Drak SENATOR MARTIN: In three communications addresed to you, Robert 
Moses, recently appointed chairman of the Power Authority of the State of New 
York, indulged in intemperate generalities an false accusations against those 
who pioneered the development of power at Niagara Falls and who are now en- 
gaged in the enterprise. Such expressions as “the lurid past history of callous 
exploitation,” * “the history of private exploitation of the Niagara frontier in 
New York State is one of outrageous effrontery,”* “private power interests 
which had gone a long way toward ruining the entire escarpment on our side” * 
and “the disgraceful American history” of private power development at 
Niagara, might be ignored as emanations from a person given to reckless state- 
ments were it not for the fact that he presumes, by reason of this position, to 
know whereof he speaks. He stated :* 

“T speak in this context also as the head for 30 continuous years of the New 
York State park system and can testify from firsthand evperience to the unwis- 
dom of entrusting the development of great natural State resources to private 
power interests. Those of us whe have spent years in reclaiming the water- 
front know what ruthless and selfish private exploitation really means.” 

Our concern is enhanced by knowledge that the letters have been made a part 
of the record of the hearing of your committee. 

While unsupportable assertions of the character above quoted permeate his 
three letters to you, they are summed up in the following portion of a paragraph 
at page 2 of his letter dated March 29, 1954: 

“The incontrovertible history of private exploitation of Niagara Falls and 
the Niagara frontier is one of outrageous effrontery. The record shows that the 
private companies have never had the slightest interest, and by their very nature 
can have none, in the preservation of these public assets. Their sole interest 
is and must be the exploitation of the division and fall of water and its conver- 
sion into power by the cheapest and most expeditious means, regardless of 
scenic or other damage or future public need of these natural resources. They 
cannot be expected or trusted to have the larger public interest in mind. It is 
for these reasons that it was necessary to provide by statute for the preservation 
by the State of these great natural resources, for their inalienability, and for 
publie control, under international treaty, for use and enjoyment by all the 
people, present and future.” 

Lest you or members of your committee be misled by the wholly false asser- 
tions of Mr. Moses, we deem it our duty to state facts which are a matter of 
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record and easily can be verified. We do not know to what “record” Mr. Moses 
referred. He does not state. The “record” to which we shall refer is composed 
of Senate and House documents and proceedings of responsible and reputable 
groups. 

In sharp contrast to Mr. Moses’ statement we quote Gen. Charles Keller, former 
officer in the Corps of Engineers, United States Army, member of the Niagara 
Falls Committee appointed by Hon. William H. Taft, when Secretary of War, to 
advise him what changes could be made on the American side of the gorge 
below the falls which would put it in natural harmony with the falls and other 
surroundings, and which would conceal, as far as possible, the raw commercial 
aspect of the region.’ Speaking at a meeting of the American Society of Civil 
Engineers on July 19, 1928, in respect of the attitude of the power companies 
toward preserving the scenic beauty of Niagara, General Keller said: ° 

“Then, as now, the power companies were good citizens, observant of the de- 
cencies that should characterize the relations between citizens and their Gov- 
ernment. Indeed, they went further and, in a matter certainly far removed 
from the national jurisdiction, showed a public spirit as enlightened as it was 
gratifying. This refers to their voluntary cooperation with the Commission 
created by the Secretary of War in 1906, for the purpose of remedying unpleas- 
ant scenic conditions on the New York side. Certainly, such a matter concerned, 
not the National or the State, but merely the local, authorities; and yet the two 
power companies not only accepted advice but originated suggestions for im- 
provement, and, without protest, paid the expense of these scenic betterments. 
They certainly were pioneers in what is now referred to as ‘public relations’ ”’ 

No one was in better position than General Keller to know the attitude of 
the private power companies in respect of the preservation of the scenic splendor 
of Niagara. Not only did he serve a period of years as a member of the Taft 
Committee, but as district engineer in charge of river and harbor improvements 
at Detroit and, in 1918, as Power Administrator for War Department and War 
Industries Board. 

The record of private development of power on the Niagara frontier, instead 
of being “one of outrageous effrontery,” is an honorable one, in keeping with the 
finest traditions of American free enterprise. As stated in the oft-quoted “War- 
ren report” ’® “the record of the energy and persistence of the pioneers who de- 
veloped the great hydraulic and electric installations at Niagara forms a bright 
page in the history of science and engineering.” ” 

The history of private development at Niagara Falls is impartially reviewed in 
Senate Document No. 128, 71st Congress, 2d session, pages 345-350, titled ‘““The 
Preservation and Improvement of Niagara Falls and Rapids,” being a report 
of a special international board representing the United States and Canada, and 
in the report by Col. J. G. Warren, Corps of Engineers, and the Board of En 
gineers for Rivers and Harbors, of an investigation authorized by Public Rese- 
lution No. 8, 65th Congress of the subject of Water Diversion From the Great 
Lakes and the Niagara River, Including Navigation, Sanitary, and Power Pur- 
poses, and the Preservation of the Scenic Beauty of Niagara Falls and the 
Rapids of Niagara River, transmitted to the Speaker of the House of Repre- 
sentatives by the Secretary of War under date of December 7, 1920, titled “Di- 
version of Water from the Great Lakes and Niagara River” and frequently 
referred to as the Warren report. Reference also is made to a two-volume 
work titled “Niagara Power” by Edward Dean Adams, M. A., M. 8., LL. D., par 
ticularly chapters IV, VII, VIII, XII and XIII in volume T and chapter 
XXVI and volume II, and to a paper titled “Niagara Pow’r”’ by Dr. Norman R. 
Gibson reported in Transactions of the American Society of Civil Engineers, 
volume 95, page 1, et seq. 

Toward the end of the 19th century the scenic spectacle at Niagara was de- 
spoiled by commercial undertakings. It was not despoiled by the power com- 
panies. A description of conditions then existing is found in Senate Document 
128, Tist Congress, 2d session, pages 23-24. 

In 1905 the American Civic Association, of which Mr. J. Horace McFarland 
was president, called the attention of both the United States and Canadian Gov- 
ernments to their duty to the world of controlling and preserving the scenic in- 
tegrity of the Falls of Niagara. Congress on June 29, 1906, passed the Burton 





7 824 Cong... 2d sess.. Doc. No. 246, pp. 17-19. 
‘ Transactions of the American Societv of Civil Engineers. vol. 95. p. 37 

* Renort on Investigation of Water Diversions from the Great Lakes and Niagara River 
by Col. 7. G. Warren. Corps of Engineers, U. S. Army, August 30, 1919 
® Warren report, supra. p. 254 
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Act “for the control and regulation of the waters of Niagara River, for preserva- 
tion of Niagara Falls, and for other purposes.” Under the provisions of the 
Burton Act attempts were made to obliterate the blemish on the natural beauty 
of the spectacle caused by the industrial development below the steel arch bridge. 
In 1907 Secretary of War Taft appointed a committee of eminent citizens, in- 
cluding Mr. Frederick Law Olmsted, nationally famous as a landscape architect, 
and in 1908 Maj. Charles Keller, Corps of Engineers, United States Army, to 
whom reference has been made, to study and report upon the subject. 

A substantial industrial district had been built up in the vicinity of the hydrau- 
lic canal basin. Extending northerly from the steel arch bridge, commonly 
known as the Rainbow Bridge, was a gas works, city waterworks, silver-plating 
works, paper mills, flour mills, a chemical plant, and the plant of the Aluminum 
Company of America. Some of these mills were constructed upon lands under 
long-term leases from the Niagara Falls Hydraulic Power & Manufacturing Co., 
owner of the hydraulic canal. The structures erected by those tenants and by 
other owners of land on the bank were not the property of the power company and 
it had no control over them. They had been erected to suit the necessities of the 
business carried on in them, in accord with the individual tastes and judgment 
of their owners, and were such as were ordinarily incidental to a manufacturing 
district which had grown up over a period of 50 years. 

The Taft committee held hearings at which representatives of the Niagara 
Falls Hydraulic Power & Manufacturing Co. were present. At the time of the 
first hearing the company was engaged in the construction of a powerhouse. 
As a result of conferences with the members of the Taft committee, the power 
company willingly agreed to substitute rubble for concrete in the construction 
of its new powerhouse and to construct a screen wall of rubble covering the pen- 
stocks so that the wall and the powerhouse would harmonize in color and texture 
with the cliff itself. It caused the tailrace slopes to be cleared and planted and 
the tail-water streams from the mills discontinued and sealed over. 

In 1908, in submitting to the Secretary of the War Department Committee on 
the Restoration of the Scenery at Niagara Falls, his report of the work of 
restoring the vegetation in the gorge in the milling district of Niagara Falls, 
during the years 1907-08, Frederick Law Olmsted, member of the Taft com- 
mittee, stated (p. 3): 

“The Schoelkopf Co. and the Niagara Falls Power Co., being the chief inter- 
ested parties, showed the utmost readiness to comply with all my suggestions as 
to the treatment of the talus slope. The former also induced its tenants and 
others at the top of the cliff to permit it to do what could be done for controlling 
the discharge of waste over the cliff and for establishing vegetation there: By 
building walls, sinking shafts through the rock to the base of the cliff and con- 
necting them with underground pipes to the river for the discharge of sewage, 
ashes, chrome waste, etc., and by hauling in soil and planting vines and trees. 
The Niagara Falls Power Co. also planted its portal lot at the top of the cliff. 
Toward the end of the season the Electrical Development Co. undertook a small 
amount of planting on the narrow bank at the top of the cliff outside the gas 
works and built a board fence at the top of the bank to stop further unauthor- 
ized discharge of material by their employees or tenants or by trespassers. 
The International Railway Co. declined ‘in view of the hard times and resultant 
decrease in revenues’ to adopt a suggestion which I submitted to them that they 
should plant the vacant land of their bridge approach and thus complete the con- 
nection between the other bank planting and the woods of the State reservation, 
but the president of the company expressed a willingness to consider the matter 
later on. 

Almost the whole burden of what was done, therefore, was borne by the Schoel- 
kopf Co. and the Niagara Falls Power Co.” 

The Taft committee in its report (H. D. 246, 62d Cong., 2d sess., dated Decem- 
ber 11, 1911) had this to say: 

“10. It is plain that existing conditions in and near the milling district are 
greatly improved. These changes have been made partly at the expense of the 
Niagara Falls Power Co., which cooperated by planting its portal lot just north 
of the highway bridge, and, in much the larger part, at the cost of the Hydraulic 
Power Co. of Niagara Falls, which owns the powerplants to the north of the 
bridge. The committee desires to express here its appreciation of the public spirit 
and liberality shown by these companies.” 

One of the conditions of the permit for diversion of water under the Burton 
Act was that the grantee should carry out in good faith the obligations which it 
assumed in letters to the War Departinent or to representatives of that Depart- 
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ment concerning the improvement of the scenic conditions on the American side 
of the gorge. Those obligations were minor compared with the work that has 
voluntarily been done by this company and its predecessors since expiration of 
the Burton Act on March 4, 1913. We have pursued a policy, whenever oppor- 
tunity presented itself, of acquiring properties and buildings of tenants on the 
canal basin so that the land might be cleared and the general appearance of the 
area improved. The progress of this work has been slow and it has been very 
costly. The following table shows the dates upon which some of the various 
properties were acquired: 


Property Date acquired 
ee Ro I cette te el ge oe 3088 
Niagara Wood Paper Co__-______~ TY Tha ber dbase one --. Jan. 31, 1911 
Coal yard on west side of Main Street________ SL sdethnias thbtbeioccadne ti wer neee 
Pettebone-Cataract Paper Co. and Cataract City Milling Co_____. May 1, 1925 


Electrolytic Holding Co., lot 35, Main Street_ ae EASE AR ES Dec. 13, 1928 
Niagara Falls Gas & Electric Light Co.._._.____-___-_________. Aug. 3, 1929 
The Cig Paper: Oe... ls iw uk Ae riintevannceua be Gl; Sa 
Oneida Community Ltd. (Wm. A. Rogers, Ltd.) _—- --...-. June 1, 1985 
Aluminum Company of America buildings_________ wate id es wen SPOS 20 


Gradually over the years we acquired title to all of the land extending from 
the bridge to our powerhouse. We have cleared the area of factories and objec- 
tionable structures. The attached photographs, exhibits A and D, reveal condi- 
tions as they existed at the time the Hydraulic Power Co. willingly undertook to 
cooperate with the Taft committee, and exhibis B, C and E, conditions as they 
exist today. The cost to this company and its predecessors exceeds $3%4 million. 
During the years 1951, 1952, and 1953, we spent a total of $133,115.43 in razing 
the Aluminum Co. buildings north of our Schoellkopf Station, the placing of fill at 
the site to bring the ground level up to proper grade, the placing of topsoil, seed- 
ing, and landscaping. This work has not been completed. It will continue at least 
through the year 1954, and it may be expected that we will spend an additional 
$5,000 before this work has been completed to our satisfaction. 

In conflict with the statement of Mr. Moses that “the record shows that the 
private companies have never had the slightest interest, and by their very nature 
can have none in the preservation of these public assets,” that the private power 
companies in the past “have shown no concern for conservation of natural re- 
sources, have exhibited no genuine interest in the public welfare or public 
opinion,” ” are statements of the Special International Niagara Board, of which 
Maj. DeWitt C. Jones, Corps of Engineers, United States Army, district engineer 
at Buffalo, N. Y., and Mr. J. Horace McFarland, past president of the American 
Civie Association, were the United States members. In its report titled “The 
Preservation and Improvement of Niagara Falls and Rapids,” dated June 22, 
1928, the Board acknowledged its appreciation of the wholehearted cooperation 
of and the valued contribution of information by the Niagara Falls Power Co.” 
At page 19 of its report, the Special International Niagara Board stated: 

“13. The results of the studies and investigations of others who have inter- 
ested themselves in the conditions obtaining at the falls and in the river were 
also available for the Board’s consideration and review. Among these might be 
mentioned the investigations of the late John Lyell Harper, chief engineer of the 
Niagara Falls Power Co., into the causes and trends of the recession of the 
Horseshoe Fall and the studies of the falls made by the engineers of this com- 
pany through the instrumentality of the elaborate model of the falls, constructed 
by the company for the purpose of demonstrating how the distribution of a con- 
trolled volume of water can effectively resupply with water those portions of the 
falls to which the supply in recent years has been deficient. The researches of 
the engineers of the hydroelectric Power Commission of Ontario into the various 
factors having to do with the utilization of diverted water for power purposes 

nd the measures necessary or desirable for the purpose of adequately safeguard- 

ng scenic values, were likewise placed at the disposal of the Board. 

“14. While the conclusions reached by investigators vary, both as regards the 
protective measures necessary to restore or enhance the scenic beauty of the 
falls and as to the water that might be permitted to be diverted for power pur- 
poses, one underlying principle is characteristic of all; namely, the appreciation 


Letter dated March 18. 1954. np. 10. 
2S. Doc. No. 128, 71st Cong., 2d sess., pp. 17, 22 
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that the Niagara Falls is a scenic spectacle, the preservation of which must be 
superior to all other considerations.” 

Heretofore reference primarily has been made to the Niagara Falls Hydraulic 
Power & Manufacturing Co., 1 of the 2 power companies engaged in generation 
of power on the American side of Niagara Falls prior to 1918. In 1918 that com- 
pany and the other generating company, the Niagara Falls Power Co., were con- 
solidated and the name “the Niagara Falls Power Co.” continued. To distin- 
guish between the consolidated the Niagara Falls Power Co. and its constituent, 
reference now will be made to “the Niagara Falls Power Co. (constituent).” 

The Niagara Falls Power Co. (constituent) was organized in 1889. Its 
powerhouses were and are located above the cataract. They have evoked the 
admiration and favorable comment of people from all parts of the world. The 
Warren report described those structures as follows (p. 301) : 

“Along the northeast end of the northwest side of the canal stands plant No, 1. 
The building, designed by Stanford White, is a handsome structure of dark gray 
limestone, about 75 feet wide and 460 feet long. It contains ten 5,000-horse- 
power units. Plant No. 2 is a similar structure on the opposite side of the canal 
about midway of its length.” 

Attached hereto as exhibits F, G, and H are photographs of those structures. 
designed by one of the foremost architects of all time. Do they or do exhibits 
B, C, or E substantiate Mr. Moses’ statement that the private companies “sole 
interest is and must be the exploitation of the diversion and fall of water and 
its conversion into power by the cheapest and most expeditious means”? The 
buildings and grounds have been well maintained by the company and its prede- 
cessors throughout the period Mr. Moses claims to have been engaged in “re- 
claiming the water front” from “ruthless and selfish private exploitation”, 

At page 75 of the Warren report appears the following: 

“Tt is true also that the great hydroelectric developments now existing at 
Niagara Falls furnish a spectacle of beauty, grandeur, and sublimity almost 
rivaling the falls and rapids themselves.” 

Does this statement of an impartial governmental agency in 1919 square with 
the calumnious assertions of Mr. Moses? 

And where is “the lurid past history of callous exploitation”? General 
Keller, Power Administrator for the War Department and War Industries 
Board, during World War I stated :” 

“In the fall of 1917, the need of energy for war purposes in and near Niagara 
Falls became so serious that the Secretary of War was forced to intervene and 
shortly thereafter steps were taken to requisition and to allocate the available 
power supply in ace rdance with an orderly system of priority. 

“The two power « :mpanies at Niagara Falls submitted gracefully to this regu- 
lation of and interference with their business and did their utmost to promote 
the war program of the Government. Later, when the agents of the Secretary 
of War sought means to increase the power supply of this district, an attempt 
was made to secure legislation authorizing the diversion of 4400 cubic feet per 
second, the unused portion of the treaty water. Several months were wasted 
in this effort and, when it became evident that legislation could not be had and 
that the supply of certain strategic war materials, obtainable only, or chiefly, 
at Niagara, would probably soon fall short, the War Department finally adopted 
the only available alternative and, reversing the policy of 8 years’ standing. 
decided to issue a revocable license for the utilization of the 4400 cubic feet 
per second remaining from the treaty allotment. At about the same time, 
negotiations were begun, looking toward the consolidation of the two then exist- 
ing power companies. Here, again, effective progress was dependent on the 
active cooperation of the two companies and their willingness to expend many 
millions of dollars, at a time when money was hard to get, on the faith of a 
revocable permission, an authorization the permanency of which was at least 
speculative. It is mere justice to those who controlled the two companies to 
state that they showed no disposition either to haggle or to hesitate and that, 
when their help seemed necessary to the execution of part of the comprehensive 
plan for obtaining a power sunnly adequate for the war program forecast by 
those in authority, they were prepared to do their share promptly and without 
asking the financial assistance of the Government.” 

If this history is “lurid” to Mr. Moses, it may not seem terrible to you. It 
does not sustain a thesis of “ruthless exploitation” or of “franchise grabs.” 


18 Transactions of the American Society of Civil Engineers, vol. 95, p. 38. 
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We cannot close this letter without refutation of the unfounded insinuations 
of Mr. Moses derogatory of the late Paul A. Schoelikopf. Mr. Schoelikopf was 
actively engaged as an officer of one or more of the power companies at Niagara 
Falls from 1913 until his death in 1947. From March 1915, until his death, 
except for a short interval, he served as a commissioner of the State reservation 
at Niagara.“ It is significant that during that period he was appointed and 
reappointed to the commission by Governors of the State of New York regardless 
of party affiliation. He was first appointed in 1914 by Governor Glynn, then 
was appointed by Governor Whitman, then was appointed for a term of 5 years 
by Governor Smith and reappointed by him for an additional term of 5 years: 
he was appointed for a term of 7 years by Governor Lehman and was reappointed 
by him for an additional term of like duration. Since the State reservation at 
Niagara was created and the commission has been continued for the purpose 
of restoring the scenery of Niagara Falls and preserving it in its natural condition 
is it conceivable to any rational person that Mr. Schoellkopf would have been 
appointed and reappointed by responsible Governors of the State of New York, 
both Republican and Democrat, had he not conscientiously bent his efforts to 
restoring the scenery of Niagara Falls and preserving it, or, if over a span of 
more than 30 years while serving on that commission, he in his capacity as the 
chief executive officer of one or more of the power companies at Niagara Falls 
had indulged in or permitted his companies to indulge in ‘callous exploitation” 
of the falls, or in “ruining the entire escarpment on our side”, or had the “sole 
interest” of his companies been “the exploitation of the diversion and fall of 
water and its conversion into power by the cheapest and most expeditious means, 
regardless of scenic or other damage’? 

The writer was associated with Mr. Schoellkopf for a period of 30 years and 
during the last several years of his life was intimately acquainted with him. 
No one—and we except no one—was more genuinely and sincerely interested in 
preserving the scenic splendor of Niagara Falls or gave more freely of his time 
and energy to that worthy objective than he. 

There may be forums in which calumny and invective, such as indulged in by 
Mr. Moses, are persuasive—where rhetorical phrases are a substitute for facts 
but your honorable committee is not such a one. We have given you facts from 
which you may draw your own conclusions. We have given you statements of 
governmental officials and highly reputable citizens charged with, or who have 
assumed a responsibility for, preserving the scenic grandeur of Niagara Falls 
and the rapids. Those people, whether as members of an International Board 
composed of representatives of the Governments of the United States and Canada, 
or as Officers of the Corps of Engineers of the United States Army, or as mem- 
bers of official committees, had no ulterior or selfish motive when they declared 
the power companies to be “good citizens, observant of the decencies that should 
characterize the relations between citizens and their Government,” when they 
expressed their “appreciation of the public spirit and liberality shown by these 
companies” in making substantial expenditures not only on their own property 
but on property of others in accord with their suggestions of means to restore the 
scenic beauty of the gorge, when they acknowledge their appreciation of the 
“wholehearted cooperation” and “willing cooperation” of the privately owned 
companies, or when they declared that the privately owned power companies 
“certainly were pioneers in what is now referred to as ‘public relations’,” or 
when they quoted favorably upon “investigations of the late John Lyell Harper, 
chief engineer of the Niagara Falls Power Co., into the causes and trends of 
the recession of the Horseshoe Fall and the studies of the falls made by the 
engineers of this company through the instrumentality of the elaborate model 
of the falls, constructed by the company for the purpose of demonstrating how 
the distribution of a controlled volume of water can effectively resupply with 
water those portions of the falls to which the supply in recent years has been 
deficient,” and followed that expression with the statement : 

“While the conclusions reached by investigators vary, both as regards the pro- 
tective measures necessary to restore or enhance the scenic beauty of the falls 
and as to the water that might be permitted to be diverted for power purposes, 
one underlying principle is characteristic of all—namely, the appreciation that 
the Niagara Falls is a scenic spectacle, the preservation of which must be su- 
perior to all other considerations.” 


i4—n 1934 the name of the commission was changed to Niagara Frontier State Park 
Commission. 
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All this was done before Mr. Moses claims to have “spent years in reclaiming 
the waterfront.” He would take credit due and freely given by responsible offi- 
cials and citizens to others, including those whom he so basely attacked before 
your committee. He neither is, nor ever has been, a commissioner of the State 
reservation of Niagara, or chairman of that commission. He is chairman of the 
State council of parks, an agency composed of chairmen of various park commis- 
sions located throughout the State, including the chairman of the Niagara Fron- 
tier State Park Commission.” The powers and duties of the council of parks are 
advisory only.” 

Would Mr. Moses have you believe that he referred to private power companies 
when he said to you: “ 

“The history of private exploitation of the Niagara frontier in New York State 
is one of outrageous effrontery, finally curbed by aroused public opinion which 
resulted in the establishment of the State reservation at Niagara, governmental 
control of the falls, and the beginning of the Niagara frontier park and parkway 
program paralleling that on the Canadian side.” 

Would he have you so believe when the indisputable facts are that the State 
reservation at Niagara was formed in 1883—6 years before the Niagara Falls 
Power Co. came into existence—and that the first hydroelectric station was estab- 
lished at the canal basin in 1881? 

The record of this company and its predecessors at Niagara is an honorable 
one. It is a record supported by voluntary and unbiased statements of honorable 
people. That record should not be defiled by vile assertions or unsupported gen- 
eralities. Since the baseless and wholly unsupported statements of Mr. Moses 
have been made a part of the record of hearings of your honorable committee, 
reflecting as they do upon the integrity of this company and its predecessors, since 
Mr. Moses repeatedly asserted his baseless statements to be “incontrovertible,” 
since those statements have been controverted again and again over a span of 
many years by people performing governmental functions under public resolutions 
adopted by the Congress, will you in simple fairness to those who pioneered devel- 
opment of power at Niagara and to those whose lips are sealed by death and 
cannot defend themselves against fale accusations and insinuations kindly make 
this letter a part of the record of your hearings? 

On behalf of Niagara Mohawk Power Corp. and the four other electric utility 
companies proposing jointly to construct the Niagara development, I want to 
give to you and to every member of the Senate our every assurance that we will 
cooperate to the fullest with Federal, State, and local authorities in the further 
development and enhancement of the scenic beauty of the Niagara frontier. 

Respectfully yours, 
NIAGARA MOHAWK POWER Corp. 
By A. T. O’NerL1, Vice president. 

Mr. Macnorp. I next want to emphasize the fact that we do not 
have here any considerations of areas or people without electric serv- 
ice. In the past, Government multiple-purpose projects have been 
established in areas where the power aspects of the project have rad- 
ically affected the availability of power in the area asa whole. This 
has heen so because the additional generating capacity made available 
as a byproduct of water use and control for a multitude of purposes 
has been tremendous in relation to the electric generating capacity 
previously existing in the area 

In the State of New York, the generating capacity at the end of 
1954 aggregated 8,113,000 kilowatts ‘and over 37 billion kilowatt-hours 
were produc ed in that year. Of this amount our group of five com- 
panies has a total ca pacity of 7,437,000 kilowatts, or some 92 percent 
of the total capacity in the State. In 1954 we sold over 31 billion 
kilowatt-hours. Including three plants under lease, we have 113 hy- 
droelectric generating plants and 26 steam generating plants. 


Conservation Law of the State of New York. sec. 665. 
®* Conservation Law of the State of New York, sec. 670. 
17 Letter dated March 13, 1954, p. 5. 
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While the proposed development represents an important addition 
to the power supply, its potential of some 1 million kilowatts of de- 
pendable capacity is only a fraction of the presently installed capacity 
in the State and of the installed capacity of our group of companies. 

The Niagara redevelopment has not relieved us and will not relieve 
us of the necessity of providing additional generating capacity to meet 
growing loads. In 1954, for example, our group of companies spent 
about $170 million to add new facilities and to improve existing facill- 
ties in the State. We will expend at least that much this year. Since 
1946 we have spent some $600 million on increased generating capacity 
alone. At Buffalo, N. Y., a few miles from the project, Niagara Mo- 
hawk has commenced construction of a new 200,000-kilowatt steam 
generating unit at its Huntley station, the world’s second largest. In 
the aggregate our group will have available approximately 1 million 
more kilowatts before any power is produced at the St. Lawrence and 
Niagara projects. 

As I go on from here, I will depart from my prepared script and 
try to explain for the record what the parts I delete refer to. 

Mr. Donprero. What page are you on? 

Mr. Macnoxp. Page 7, in the last paragraph. 

Mr. Donpero. Thank you. 

Mr. Macuowp. The first farm in New York State was electrified 
more than 50 years ago. Onur electric service is available to all of the 
farms in our service areas and 96 percent of them are electrified. The 
remaining 4 percent, according to the chairman of the New York 
Public Service Commission, are either quite isolated or their opera- 
tions have been abandoned. Electrification is a necessity for modern 
dairy farms. The electric companies have been responsive to their 
needs, and we are proud of the fact that New York is today the Na- 
tion’s second largest dairying State. 

The extent of farm electrification in New York is to be compared 
with the TVA area, for example, where today some 10 percent of the 
farms are still uneleetrified. 

We have built and are building rural extensions whenever required. 
There has been very little occasion or need for REA operations in 
New York State. 

There are only five cooperatives having a total of some 4,600 custo- 
mers, or less than one-tenth of 1 percent of the total electric customers 
in the State. Their maximum demand in the aggregate approxi- 
mates 4,800 kilowatts. They purchased for resale last year 1814 mil- 
lion kilowatt-hours, or about one-twentieth of 1 percent of the elec- 
tricity consumed in the State. 

In 1954 the average use of electricity by farm customers in the ter- 
ritory of the four of our five companies which are upstate (Consoli- 
dated Edison having no farm customers in the New York State metro- 
politan area) was 5,295 kilowatt hours as compared with the national 
average of 3,246 and average farm use in 1954 in the TVA area of 
some 3,244 kilowatt-hours. 

The average cost per kilowatt-hour for farm service in our terri- 
tories in 1954 was 2.21 cents per kilowatt-hour as compared with the 
national average paid by farm customers of 2.85 cents. 

For residential and farm customers combined, the average use by 
customers of the 4 upstate companies in 1954 was 2,643 ‘kilowatt- 
hours, as compared with the national average of 2,549 kilowatt-hours. 
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The cost for residential and farm service combined in 1954 in the 
upstate area of the 4 companies was 2.60 cents per kilowatt-hour as 
compared to the national average of 2.69 cents. 

We think we have rendered good service to our industrial and com- 
mercial customers and we are proud of the part our companies have 
played in making New York by far the Nation’s leading industrial 
State. I do not know of a single instance where an industry has 
failed to locate in New York or moved out of the State because of 
lack of electric power at reasonable rates. 

A recent report of a State legislative committee, analyzing the rea- 
sons why a few companies had moved aw ay from New York, indicates 
that in no case was the reason a lack of power or excessive power rates. 
A further investigation by us reveals that in all but one of these in- 
stances they moved into areas where power rates were higher than 
those of my company. 

Large industrial concerns have recently completed very large devel- 
opments in various sections of upstate New York. These include 
General Motors, Ford Motor, Bethlehem Steel, Du Pont, Ludlum 
Steel, Westinghouse, Eastman Kodak, and General Electric. Their 
plants cost hundreds of millions of dollars, and we deliver to them 
the large amounts of power necessary to carry on their operations. 
These companies do not locate in an area until they are satisfied 
there will be ample power for their operations and for future expan- 
sion. 

The growth of modern industry always depends upon the ready 
availability of growth in electric — supply. This requirement 
has been and will continue to be met amply by the electric companies 
of New York State. 

Few people realize that in the city of Niagara Falls alone, more in- 
dustrial power is consumed than in industrial centers like metro- 
politan Detroit and Cleveland. 

Our sales to industrial and commercial customers in the western 
division of Niagara Mohawk substantially exceeds similar sales by 
all of the distributors of TVA power. Moreover, the average rate 
paid by Niagara Mohawk’s industrial and large commercial customers 
in western New York is lower than comparable rates in the TVA 
area, and in the cities of Toronto and Niagara Falls, Canada, even in 
spite of the fact that their electricity is to some extent tax-free and 
we pay in Federal, State, and local taxes 22 cents out of every revenue 
dollar. 

These facts make it clear that State government intervention at 
Niagara cannot be justified on the ground that the electric companies 
have failed to give satisfactory service. Such intervention would only 
handicap private enterprise in the job which it has done and is con- 
tinuing to do so well in rendering service to all of the people of the 
areas involved. 

T should next like to analyze the contention of those who oppose 
development by private enterprise that Government power means 
cheaper power. In this connection, it is not and cannot be contended 
that Government can construct or operate the project at less cost or 
more efficienctly th: an private enterprise. On the contrary, we know 
that our group of companies can do a better job at less cost than Gov- 
ernment and can do it faster. 
















NIAGARA POWER DEVELOPMENT Q] 


You will recall the findings of a congressional committee during 
the 82d Congress as to the tremendous extent by which the actual 
cost of Government projects exceeded estimated costs. 

No industry or organization is big enough or strong enough to 
compete with subsidization by the American t: axpayer and under our 
system of Government no industry or organization should be sub- 
jected to such competition. 

It is not to be disputed that the difference in price to the consumer 
between public and private power is attributable to the huge sums of 
taxes paid by investor-owned companies and, to a minor degree, to 
the differential in the apparent cost of raising capital. 

Again, in the latter connection, that differential is attributable to 
the nontaxability of the income upon securities issued by State gov- 
ernments or other agencies and in the case of securities issued by the 
Federal Government, the differential is attributable to the fact that 
the taxpayers underwrite the risks. 

Of course, private enterprise cannot, and should not, finance its 
business or any project such as the Niagara redevelopment in any such 
manner. 

A public development, except for the relatively minute payments 
which might be made in lieu of local taxes, would yield no revenue 
whatever for the support of local, State, or Federal Governments at 
a time when legislators, particularly State and local, are searching 
everywhere for new sources of tax revenues to meet essential govern- 
mental needs. If the Niagara project in addition to the multipurpose 
St. Lawrence project were to be a public development, well on to a 
billion dollars of tax-exempt property will have been created in 
upstate New York. 

On the other hand, a redevelopment by private enterprise would 
yield, we estimate, Federal, State, and local taxes aggregating about 
$23 million annually—Federal taxes of $9 million, State taxes of 
$4,500,000, and local taxes of $9,500,000. This substantial total is in- 
creased, of course, when effect is given to the taxes which private 
investors would pay upon their interest and dividend income. 

Any proposal for payments in lieu of taxes falls far short of pro- 
viding a substitute for what State and local governments would re- 
ceive if the Congress authorizes the redevelopment to be undertaken 
by private enterprise. In such event, the entire property to be con- 
structed of over $400 million would be subject to State and local taxes 
as additions to existing taxable properties. 

In the 1954 fiscal year, the TVA system, which sold 30 billion kilo- 
watt-hours, made total payments of about $9,258,000 in lieu of taxes, 
while Niagara Mohawk alone, which sold half as many kilowatt-hours 
in 1954, paid State and local taxes aggregating $25,500,000. bey sri our 
Federal income taxes are included, the total taxes paid by Niag: 
Mohawk in 1954 exceed $45 million. 

This total includes an annual payment of over $1,900,000 to the State 
of New York for each year’s diversion of the waters of the Niagara 
River for our existing developments at the Falls, which payment 
would be increased to $5 million under private development. 

Mr. Becker. Mr. Machold, you say in your prepared statement, “for 
each vear’s use” and you said “diversion.” 
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Mr. Macuo.p. For each year’s use and diversion. I am on page 12 
and going over to page 13 of my statement is an excerpt from a report 
of the Task Force on Water Resources Projects of the Hoover Com- 
mission, which says that the difference between public and private 
power bills is roughly equal to the tax component. 

In this same connection, a task force report on water resources proj- 
ects, prepared in 1949 for the Hoover Commission on Reorganization 
of the Government, stated that public power rates are lower than pri- 

vate rates in contiguous areas for the following reasons, and I quote: 

A. In many cases, interest during construction is not charged, and the invest- 
ment is thereby understated (e. g., Tennessee Valley Authority ). 

The equivalent of taxes (local, State, and Federal) paid by private com- 
panies is not included during the construction period or annually. 

©. Substantial portions of the cost are charged to other than power, i. e., to 
nonreimbursable items, such as flood control, navigation, ete. 


And in the same connection, following an analysis of typical resi- 
dential and commercial electric bills in the areas of publicly owned 
and privately owned utilities, the report concludes: 


In general, this analysis shows that the differential between the public power 
bills and those for privately owned power companies is roughly equal to the tax 
component. 


Further, in this connection, the observation made by the Honorable 


Charles A. Buckley, chairman of this committee in the 82d Congress, 
is worthy of note: 


I would like to have it understood, of course, that I would like to see private 
ownership where private ownership can develop the project. I am, however, a 
great believer in having these private corporations pay taxes to the Government. 
I have always been in favor of that. I do not know where we are going to end 
up with all these housing projects in New York City alone. There is a tax 
exemption on all college property; there is a tax exemption on all church prop- 
erty ; there is a tax exemption on all park properties, 

T am informed that about 40 percent of the present property of New York 
City is tax-exempt. As a result the other 60 percent of the property, owned by 
individuals, is now paying for all of these tax-exempt properties. 

I do not know how long it can exist without getting a revenue. That applies 
to building around New York City, and it applies also in most communities and 
cities. 

I know they have taken many, many blocks of property in New York City for 
housing projects, and those housing projects are tax-exempt. It is the old house 
owner and old property Owner who is paying for all these new developments. 

I think we should work out some system where we can get some revenues 
somehow from some of these projects. 


That is an observation of the Honorable Charles A. Buckley, chair- 
man of this committee in the 82d Congress, in relation to tax-exempt 
property, particularly housing projects in the city of New York, 
which indicates some 40 percent of the property in that city is already 
tax-exempt. 

Mr. Scupper. If I may interrupt, I believe the statement should 
be read in full. Many of the new members of the committee did not 
have the benefit of attending previous hearings. 

Mr. Macnoxp. I would be very happy to. 

Mr. Scupper. I think you should tell the whole story. 

Mr. Biarnik. The Chair wants to make this point. We are trying 
to strike a compromise to accommodate the new members who are 
unfamiliar with this issue. Yet we have quite a few old members 
who heard Mr. Machold’s testimony in entirety 2 years ago and have 
had previous and subsequent discussions. 
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If we can strike a compromise, where as muc th as possible you sum- 
marize in your own words the statement you have prepared, which 
will be offered completely in the record, there are many references that 
new members can find in previous hearings. So if we can strike a 
compromise, because of the pressure of time, it would be appreciated. 

This committee has been in session for most of the past 244 months 
on large and important measures, such as public roads. The attend- 
ance has been excellent and the amount of time the »y have devoted 
has been far out of proportion to the usual run of committees. 

Mr. Donpero. Mr. Machold is simply trying to save time. 

Mr. Macnoxtp. No one contends that charitable, educational, and 
religious organizations and their properties should not be tax-exempt. 
However, National, St: ee and local taxpayexys are unjustly treated 
and unfairly burdened when Government unnecessarily enters pro- 
prietary fields, which are or should be oce upied by private enterprise, 
thereby eliminating large segments of otherwise taxable revenues and 
properties. 

In this connection it should also be emphasized that, as experience 
has shown, public hydro-power projects expand far beyond the mits 
originally contemplated. Examples are found in the TV A area and 
in the Northwest where tremendous steam-plant expansion, or igins ilky 
unforeseen, has been required not only to carry expanded loads, but 
to firm up the original hydroelectric capacity. The result of such 
steam plant expansion is that additional hundreds of milhons of 
dollars of revenues and property values escape Federal and State 
taxation and local tax assessment rolls. 

In the Niagara project area with which we are here concerned, un- 
like undeveloped areas, there is no occasion whatever for a subsidy 
in the form of cimpeion from taxes, and it is neither desirable or 
necessary for government, Federal or State, to be put into the power 
business. Congress should recognize that here is a situation where 
private enterprise ably and completely occupies the field. 

In view of ‘the absence of any public functions of Government and 
in view of the existing and ever-increasing financial requirements of 
the Nation as a whole, Congress should reject any course which would 
unnecessarily place Government in business, and result in the loss of 
substantial annual tax revenue. It should, instead, leave the Niagara 
project to private enterprise, who pioneered at Niagara Falls, and 
can and has for more than 30 years been prepared to make the overall 
development. 

I want to make clear that when I described to you the extent to 
which ae enterprise has done and is doing its job in New York 
State, I did not mean to minimize the need for the Niagara River's 
additional available generating capacity. When the Senate Foreign 
Relations Committee had before it for ratification the treaty with 
Canada making this additional development possible, I appeared be- 
fore, and also addressed a letter to, the committee, urging approval 
of the treaty. I then pointed out that the rapid growth in demand 
for electric service in the State of New York would, in the future, 
require substantial additional steam electric generating capacity even 
though all available hydroelectric resources were fully utilized. 

The increasing need for power, not only through the constant nat- 
ural growth in all of our service areas, but especially in the light of 
the continued uncertainties in the international situation, windons it 
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advisable that additional development at Niagara Falls be commenced 
forthwith so as to make the power available at the earliest possible 
moment. Under the 1950 treaty, Canada is now free to use our share 
of the water in its completed plants until we are ready to do so. 

Our companies, having accepted the franchise obligation to provide 
electric service in the respective areas served, are proceeding as I have 
indicated to build additional generating capacity to meet the growing 
requirements for such service in the area. A redevelopment at Niagara 
is an additional source to meet these requirements. 

It should be made by the companies serving the area and integrated 
into their presently pooled sources of supply without cost to or burden 
upon taxpayers whose interest in the silendinenand is remote. The 
industries throughout the State have tremendous power demands. 
Their products m many instances are vital to the national defense 
and economy and they can utilize ever-increasing amounts of power. 
Of course, without a most substantial commercial and industrial de- 
mand for power, the cost of power would be higher for everyone, since 
it is the combination of varied types of demands for power which 
enables an electric system to operate at high capacity and keep all 
rates low. 

The urgent need for additional available Niagara power and the 
speed with which all agree it should be made available present further 
compelling curcumstances for rejecting any governmental develop- 
ment. The group of electric companies for whom I speak is peculiarly 
fitted to undertake the project and best qualified to commence con- 
struction forthwith and complete it most expeditiously. The Niagara 
Mohawk Power Corp. system has had over 50 years of constant study 
and experience in the use of the waters of the Niagara River for the 
development of electric energy. , 

Only Niagara Mohawk has constructed and operated hydroelectric 
plants on the United States side of the Niagara River, where it has two 
generating stations. One of these is known as the Adams station, 
whose capacity is 80,000 kilowatts. The other is the Schoellkopf sta- 
tion, with a capacity of 360,000 kilowatts, making a total capacity 
of 440,000 kilowatts, which is all that can be developed under existing 
authorizations. 

The Adams station was the first large hydroelectric station built in 
the world. Its plant No. 1 was built between the years 1890 and 1900. 
Plant No. 2 was built between 1900 and 1904. 

The Schoellkopf station was constructed in three sections, known as 
stations 3A, 3B,and 3C. Station 3A was constructed between 1903 and 
i914, 3B between 1918 and 1920, and 3C between 1922 and 1924. 

In 1920, in the proceedings before the Federal Power Commission 
which resulted in the issuance of the license for Niagara Mohawk’s 
existing development on the Niagara River, the Niagara Falls Power 
Co., since merged into Niagara Mohawk, proposed a plan of overall 
development which did not differ in any material aspect from the en- 
gineering recommendations now substantially agreed upon by every- 
one. As a matter of fact, the use of a pumped storage system to in- 
crease the peak capacity was developed more than 30 years ago by 
Niagara Mohawk’s engineers who proposed it to the Federal Power 
Commission during the discussions leading to the report submitted 
in 1949 by the Commission’s Bureau of Power and referred to in H. R. 
142 and 420. 
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We have long since completed the preliminary studies necessary to 
undertake the redevelopment. Niagara Mohawk already owns all of 
the riparian lands and all of the rights- of-way required for the rede- 
velopment. There is no substantial disagreement or important differ- 
ence among any of the engineers of the private companies and public 
agencies as to how the development should be made. As the report of 
the bureau of power states, there was cooperation between our re- 
spective engineers in the preparation of the bureau’s recommenda- 
tions. 

In short, all of the preparatory steps and studies have been com- 
pleted and our group of companies lacks only the legal authority to 
undertake construction immediately. 

The group of companies for which I speak represents a substantial 
segment of the Nation’s electric power industry. Each of the com- 
panies is soundly capitalized and is highly regarded in the investment 
world. We have assured ourselves of our ability to accomplish neces- 
sary debt financing through institutional investors, and we are ready, 
able, and willing to supply the necessary equity investment. 

The transmission lines of all of the companies in the group are inter- 
connected and form an integrated power pool. Our interconnection 
and those we have with other utility systems inside and outside the 
State of New York are set out on the map which I have supplied for 
the use of the members of the committee. 

We interchange power with the New England electric system, whose 
system renders service in five of the New England States, and we are 
interconnected with the Pennsylvania-New Jersey power pool. We 
are also interconnected with the Hydro-Electric Power Commission 
of Ontario, Canada. All of these interconnections make possible the 
utilization of the most economic sources of our combined generating 
capacity and provide for normal exchanges of power as well as for 
emergencies. 

In the year 1954, the five companies for whom I speak, paid approxi- 
mately $188 million in Federal, State, and local taxes. Since the year 
1940, our total Federal, State, ‘and local tax payments have approxi- 
mated $1,800 million. 

We employ over 43,000 people and in the year 1954 our payrolls ag- 
gregated about $225 million. Since 1940, we have paid retired em- 
ploy ees pensions of some $80 million. 

We have over 300,000 stockholders who reside throughout the 48 
States, most of whom are individual men and women. Banks, insur- 
ance companies, investment companies, and educational, religious, and 
other institutions, are very substantial investors in our equity securities. 

If our group of companies were authorized to go ahead with the re- 
development of the available waters of the Niagara River, utilization 
of the project power would be supervised by us jointly. We would, 
as we now do in our daily operations, operate our interconnected sys- 
tems and distribute the available additional power in such manner as 
to realize its most economic potentialities to the end that maximum 
benefits would flow to as many consumers as possible. 

The participating companies would purchase the power at rates, sub- 
a to the regulation of the public service commission, which would 
e sufficient to service the debt of the jointly owned company, which 
we would organize, to provide for its operating expenses, including 
taxes, and to allow a fair return on the c: apital to be invested. 
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Public power advocates contend that the development of natural 
resources by private enterprise is inconsistent with the development 
of such resources for the public use and benefit. Such contentions 
ignore not only the nature of a privately owned public-service enter- 
prise but the nature of State and Federal regulation. 

Each of the five-company group is under the rate and other regu- 
lations of the public service commission of the State of New York. 
We are required to and do render service on a strict cost-of-service 
basis. In addition, the Federal Power Commission not only regu- 
lates wholesale rates, but scrutinizes most closely the earnings of li- 
censed projects. Pursuant to the Federal Power Act, the Commis- 
sion requires earnings in excess of a fair return upon investment to 
be applied to reduce the recapture cost to the Government, should it 
elect to take over the project upon the expiration of the license. 

It is also worthy of emphasis that investor-owned electric companies 
undertaking hydroelectric developments do not make money on the 
water itself. They make only a return on the capital—the actual 
dollars—which must necessarily be invested to generate the power 
from the water and to make the power available for the use of the pub- 
lic. A reasonable return on investment is a necessary element in the 
cost of operating any business; without it, private enterprise could not 
raise the capital required for its existence. 

We are not only obligated by the cost-of-service basis of New York 
rate regulation but are pledged by public statement to pass on to the 
consumer Savings arising in any aspect of our operations. In 1950, 
for example, when Niagara Mohawk was able to effect the simplifi- 

cation of its corporate structure, it promptly passed on to consumers 
the contemplated resulting economies in the form of rate reductions 
in the amount of $1 million: annually. 

There is, therefore, no valid basis whatever for the contention that 
Federal or State intrusion in the power business is required to prevent 
exploitation of the public. The public will pay no less under Gov- 
ernment operation for the output of a public-power project. The 
only difference is that the cost of the power will be divided between 
the members of the consuming public on the one hand and those of the 
tax paying public on the other. Under the private-enterprise system, 
the consumer pays the cost of his electric consumption without sub- 
sidyv and without shifting the tax burden to others. In short, the peo- 
ple benefited will pay for the benefits, and at the lowest possible cost. 

In the case of the Niagara project, the cost-of-service basis of reg- 
wlation and the other facts to which I have referred, insure that sav- 
ines in costs which may be realized by the porte ipating comp: nies will 
low to all of the people i in our service area Private enterprise will 
construct and operate the Niagara project for the public use and bene- 
ft—without exploitation and without subsidy. 

While it is not possible at this time to state with precision the ulti- 
mate savings to our consumers through our development of the Niag- 
ara project, it is possible to state that savings at the bus bar will result 
from the hydroelectric project as compared with the additional steam 
power which would otherwise be developed. 

At current tax levels and with present construction, financing, and 
operating costs, our group of companies could put the power output 
of the first stage of the project on the bus bar at a cost initially of 
about 4144 mills | per kilowatt-hour. You will recall that the first stage 
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will encompass the preponderance of the project’s installed capacity 
producing about 71 billion kilowatt-hours. 

A recent report of the Corps of Engineers indicates that, with 
realistic load factors, the cost of comparable steam power in the 
marketing area would approximate 7 mills per kilowatt- near On 
this basis, considering the first stage of the development by itself, 
the indicated reduction in bus-bar cost is in the ne ‘ighborhood of 214 
mills. When this reduction is applied to the 71,-billion- kilowntt- 
hour output of the first stage, the resulting sav ings approximate $19 
million annually. These, of course, are sav ings at the bus bar. To 
the extent that Niagara power is substituted for steam power at load 
centers distant from the project site, transmission costs will reduce 
the savings. 

The $23 million of taxes which private enterprise would pay, when 
applied to the estimated project output of 8 billion kilowatt-hours 
results in a tax cost of about 3 mills per kilowatt-hour. It should be 
noted that to render these indicated project savings in power costs 
comparable with those attributable to a Government development, 
the taxes applicable to the first stage amounting to $16 million must 
be added to the bus-bar savings of $19 million. The comparable total 
savings would then become $35 million annually. 

As I have stated, these indicated savings would obtain initially. 
Later, as the project’s debt-servicing program progressed, sufficient 
portions of the originally invested capital would be retired periodi- 

cally so as to result in ‘cost reductions. Therefore, if comparable 
steam-power costs remained the same or increased, the indicated sav- 
ings would be greater and greater as time went on. 

This comparative-cost analysis has included only the first stage of 
the project. The second and third stages, which comprise the pumped 
storage development and the lower Niag rara development, are sub- 
stantially less efficient than the first stage. That is not to say that the 

second and third stages are not economical to construct. They are 
both economic and feasible so long as the cost of comparable steam 
power is higher. Nevertheless, because they are less efficient than the 
first stage, they will increase the cost of the entire project output, 
thereby reducing the estimated savings per kilowatt-hour, which I 
have indicated. 

On any basis, however, it is impossible for several obvious reasons 
to be precise in connection with the savings. First, the project facil- 
ities must be integrated with steam capacity to render the project 
output firm capacity. Our group of companies would, of course, 
integrate the project facilities as we do the facilities now existing at 
Niagara with the operation of our interconnected systems. The 
annual savings would then be greater. Thus, during periods of 
adverse conditions due to ice and wind, the flow of the river or the 
amount of water available for power purposes may be greatly voiliee ed. 
In order to carry firm contract loads during such periods, other ca pac- 
ity must be available or loads must be curtailed. If the Niagara de- 
velopment is made by the New York State companies, all their power 
resources and reserves are available temporarily to supply these loads. 
If the Niagara development should be made by some agency without 
an interconnected system, steam capacity of approximately 450,000 
kilowatts would have to be provided to protect the load normally 
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carried by the Niagara development. The capital cost of such steam 
capacity would approximate $75 million. : } 

Another factor making it most difficult to estimate the savings 1s 
that it cannot be assumed that all of the project power will be avail- 
able to consumers in New York State since the legislation proposes 
apportionment of project power among States within economic trans- 
mission distance. 

The industries producing materials for national defense are to be 
preferred in the distribution of project power and a substantial por- 
tion of the output will probably fall within this preferred category. 

However, I can state categorically that if Congress permits our 
private utility companies to undertake the redevelopment of Niagara, 
substantial savings will result in our cost of rendering service. Those 
savings must be taken into account by the Public Service Commission 
of the State of New York, which exercises complete jurisdiction over 
our rates for electric service. I want again to emphasize that since 
we are regulated by the Public Service Commission and must operate 
on a strict cost-of-service basis, the Congress has assurance that all 
of the redevelopment savings will inure to the public use and benefit. 

I want to make clear that the participating companies are willing, 
pursuant to the provisions of the proposed legislation, to enter into 
equitable arrangements for the apportionment of the project power 
among States within economic transmission distance. We agree that 
such apportionment should be made subject to the jurisdiction of the 
Federal Power Commission as provided in the proposed legislation. 
Of course, our existing interconnections already afford the basis for 
working out such arrangements as may be deemed desirable and 
feasible. 

Moreover, we would, of course, be most willing, and indeed anxious, 
to give preference to directions from the Department of Defense for 
supplying power to governmental installations or to industries re- 
quiring power to produce material essential to the national security. 

Further, as a part of the project, we are prepared to pay to 
the United States its share of the cost of constructing the remedial 
works required to insure the preservation of the scenic beauty of Ni- 
agara Falls. 

For all of the reasons which I have stated, we respectfully submit 
that there is no valid basis for the Congress to take any action dis- 
placing private enterprise in a pure electric power development which 
1s simply an addition to existing development. 

Accordingly, Mr. Chariman, we urge that the public power bill 
introduced by Congressman Davidson (H. R. 5878), which would 
direct the Federal Power Commission to issue a license to the New 
York Power Authority, be rejected by the committee. Similarly, 
we urge rejection of H. R. 5706, the bill introduced by Chairman 
Buckley. 

I can sum up the last few pages by saying we sincerely urge favor- 
able consideration of House Resolution 142 and H. R. 420, providing 
for the development of the Niagara River by private enterprise. 

Mr. Brarnik. Further to identify H. R. 142, it was introduced by 
Mr. Miller of New York, and H. R. 420 was introduced by Mr. Don- 
dero, of Michigan. 

Mr. Macnorp. That is correct. 
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While that bill (H. R. 5706) on its face would delegate to the Fed- 
eral Power Commission the important national public policy question 
here involved, that Commission would have no alternative, since the 
plan of development is not in dispute, except to license a public de- 
velopment. It would have to do so even though all of the public 
policy consider ations before it might dictate the desirability of a de- 
velopment by private enterprise. 

The Congress has had this matter before it for over 5 years. The 
House of Representatives in the last Congress voted overwhelmingly 
in favor of a private development. There is no rational basis now for 
having the matter abruptly decided the other way by default, through 
the device of delegation to the Federal Power Commission, which has 
been constituted largely for the purpose of resolving the technical 
problems usually inherent in hydro developments. Here, all of the 
technical problems of any importance have been fully resolved and 
substantial agreement exists among everyone as to the plan of devel- 
opment. In any event, enactment of the private-enterprise bill will 
still require the usual licensing proceeding under the Federal Power 
Act in which there will be a full opportunity for the Federal Power 
Commission to function in the licensing and construction of the 
project. 

Moreover, if you turn the calendar back 5 years, as H. R. 5706 
would do, the Congress would not revive the situation obtaining in 
1950 when the treaty reservation was adopted. At that time private 
enterprise alone was qualified to apply for a license under the Federal 
Power Act. The New York Power Authority was then empowered 
to undertake only the St. Lawrence project. Its enabling legislation 
was expanded in 1951 solely for the purpose of forest: alling the Fed- 
eral development, which then seemed likely. 

soth H. R. 5706 and H. R. 5878 provide for a preference in the 
disposition of project power to public power agencies, although the 
consumers of such agencies consume less than 3 percent of the power 
consumed in the State of New York. In the St. Lawrence licensing 
proceeding, the Federal Power Commission’s presiding examiner 
found no evidence of the need for a public power preference in New 
York, where privately owned distribution facilities render adequate 
service. He found that under circumstances prevailing in New York, 
the preference clause was unnecessary, undesirable, and contrary to 
the public interest. 

Further, for obvious reasons, H. R. 5878 seriously contravenes the 
public interest insofar as it permits the States to construct competing 
or otherwise unnecessary transmission lines. 

H. R. 5377, the bill introduced by Congressman Radwan, should 
also be rejected by the committee. There is no justification in the 
public interest for indefinitely postponing a congressional decision 
of the public policy question here involved. That bill would require 
an immediate congressional appropriation of over $400 million and 
might well make a permanent Federal project of the Niagara develop- 
ment, a result which no one now advocates. 

Finally, I want to urge upon the committee, as sincerely as I can, 
that only by ignoring the wishes of the overwhelming majority of 
the people here concerned can the Congress authorize any action 
which will result in State development. 
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Contrary to many of the earlier political promises, it is now conceded 
by the power authority that New York City is out of the project’s mar- 
keting area. The power authority has announced that, “Western New 
York will form the principal market area for power from the Niagara 
development.” Therefore, the people in New York City can benefit 
from the project only if it is taxpaying, rather than tax subsidized. 

It is beyond question that the people of western New York, who are 
the people to benefit from the project, are overwhelmingly in favor of 
private development. As proof of this I need only refer the committee 
to its own files and to the record of these proceedings in the last Con- 
gress, when the House voted by better than two to one in favor of 
private development. 

In response to a statement by President Eisenhower that the Niagara 
issue should be resolved in accordance with the wishes of the local peo- 
ple concerned, we have prepared a booklet demonstrating what those 
wishes are. In it you will find that the New York delegation in the 
House last year voted 32 to 9 in favor of the private-enterprise bill. 
All of them have been reelected to the 84th Congress. You will find 
that the supervisors’ association, representing the county governments 
of the 62 counties of the State of New York, urge private development. 
You will find that the State association of towns has voted 493 to 7 in 
favor of private development. You will find that the New York State 
Federation of Labor, every farm organization in the State, industry, 
business, and civic organizations are overwhelmingly in favor of pri- 
vate development. 

Wesincerely urge that the committee heed the desire of substantially 
all of the people who are here directly concerned by acting favorably 
upon H. R. 142 by Mr. Miller, and H. R. 420 by Mr. Dondero, which 
under the restrictions provided in those bills, in the Federal Power 
Act, and in the regulatory laws of the State of New York, would per- 
mit private enterprise to complete a development in which it pioneered 
and which it has been ready, able and willing to complete for over 30 
years. 

Mr. Buarnixz. I thank the gentleman for his comprehensive state- 
ment and we will proceed with any questions from my right. 

Mr. Machrowicz? 

Mr. Macurowicz. I gather from your statement that you feel there 

a power shortage in New York State? 

Mr. Macwuo.p. No, sir. 

Mr. Macurowicz. There is no power shortage in New York State? 

Mr. Macnotp. No, sir. 

Mr. Macurowicz. Why then are you interested in having this proj- 
ect. developed ? 

Mr. Macno rp. In this business we project our power requirements 
from 3 to 5 years in advance, and we have to prepare for them 8 to 5 
years in advance all the time. Our projections indicate that the de- 
mand for service in this area will require additional capacity compar- 
able to the Niagara development by the time the development can be 
made. We are ourselves in this group of companies now building 1 
million kilowatts of additional capacity, which will be available in 
1957 and 1958. 

Mr. Macurowicz. Then there is a power shortage to meet the indus- 
trial load ? 
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Mr. Macuotp. Not at the moment. If we did not build this capac- 
ity, there would be 3 years from now. 

Mr. Macurowicz. What seems to intrigue me is about a month ago 
you or your company issued a pamphlet entitled, “There Is No Power 
Shortage in New York.” 

Mr. Macuorp. That is right. 

Mr. Macurowicz. What was the purpose of it ? 

Mr. Macnorp. That was issued in reply to a statement made in the 
annual report of the power authority, which received much publicity, 
in which they said : 

The present supply of power in the State is not sufficient to promote industrial 
growth and production and power use without interruption and curtailment. 

Mr. Macurowicz. Then that title of that pamphlet is rather mis- 
leading, is it not ? 

Mr. Macuorp. I do not consider it to be. 

Mr. Macurowicz. There is a power shortage in the State of New 
York to meet the load growth. 

Mr. Macnorp. By the time these industries, which are planning an 
expansion, are prepared actually to use the loads which they antic ipate, 
we will have the ‘apacity and kilowatt-hours to meet their require- 
ments. 

Mr. Macurowicz. Can you give me roughly the ratio of your do- 
mestic rate in the Buffalo-Niagara area and that charged by the 
Ontario Hydro right across the border from you ? 

Mr. Macuorp. 1 think I can. Our residential aver age rates per 
kilowatt-hour for the year 1953 is what I have here. There would be 
some change in them, but it would not be material. It would be 2.04 

cents per kilowatt- hour. 

In the Hydro Electric Power Commission’s area around the city 
of Niagara Falls, Ontario, it would have been 0.99 cent, and in the 
city of Toronto 1.21 cents. 

Mr. Macurowicz. So the rate charged by the Ontario Hydro across 
the border is 0.99, while just across the border your rates are 2.4 in the 
Buffalo-Niagara area ? 

Mr. Macworp. 2.04. 

Mr. Macurowicz. Approximately two and a half times as much as 
the Ontario rate ? 

Mr. Macnotp. Approximately two times. 

Mr. Macurowicz. How do you account for that 

Mr. Macuoxp. I account for that due to the fact that their operation 
is tax free and by the fact that the theory of their rates is perhaps 
different than ours for other classes of service. 

Mr. Macurowicz. You indicated in your statement that you are 
opposed to subsidy in these utilities. Isthat right? 

Mr. Macuoxp. Yes, sir. 

Mr. Macurowricz. Do you furnish the Alcoa plant at Massena ? 

Mr. Macnovrp. Yes, sir. 

Mr. Macurowicz. Do you receive any subsidy on those rates ? 

Mr. Macnorp. We do not. 

Mr. Macurowicz. There is a considerable subsidy on the rate they 
are paying of 8 mills a kilowatt. 

Mr. Macnoxp. It is my understanding they pay us about 8 mills 
per kilowatt-hour for some 130,000 kilowatts of capacity that we now 
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serve them with. On a kilowatt-hour basis they pay us about 8 mills. 

Mr. Macurowicz. Is 3 mills of that 8 mills subsidized by the 
Government ? 

Mr. Macnoxp. It is my understanding that the contract between the 
Aluminum Company of America and the Government provides that 
their costs are figured on a cost of power of 5 mills, and anything in 
addition to that they are reimbursed for. That is, the Aluminum 
Company of America is reimbursed directly in the computation of 
their profit. 

Mr. Macurowicz. In other words, 3 mills of the 8 mills rate that 
you get is subsidized by the Government ? 

Mr. Macuotp. Is paid for by the Government. That is correct. 

Mr. Macurowicz. That is all. 

Mr. Buarnix. Are there any further questions? Mr, Dempsey ? 

Mr. Dempsey. Did I understand you to say that the Toronto plant 
in Canada does not pay a Federal tax ¢ 

Mr. Macuotp. That is my understanding. 

Mr. Demrsey. You pay 52 percent; do you not? 

Mr. Macuowp. Yes, sir. 

Mr. Dempsey. What is the labor rate as between Canada and the 
United States? Is it higher here or there ? 

Mr. Macuo.p. I cannot give it to you exactly. There would be some 
differential in the rate in our industry on the American side of the 
border, which would be higher than they are on the Canadian side. 
I do not have the figures in mind, but I do know they are higher. 

Mr. Demrsry. You do have in your setup a silent partner who is 
paying nothing and to whom you give 52 percent in Federal taxes? 

Mr. Macuoip. We pay 52 percent Federal taxes. 

Mr, Dempsey. If you had that eliminated, then your rate would be 
very much lower ? 

Mr. Macuonp. Yes. 

Mr. Demesry. That is all. 

Mr. Buarnix. Are there any questions on my left? 

Mr. Donpvero. Just 1 or 2 questions, Mr. Machold. 

If a license is given either to the State of New York or the Federal 
Government, is it true they will have to take away from your com- 
pany the very ground on which the installation is to be erected ¢ 

Mr. Macno tp. That is correct. 

Mr. Buarnik. Are there any further questions on my left ? 

Mr. Mack. Mr. Machold, you have stated that the Niagara Mohawk 
Power Co. is now paying to the State of New York $1,900,000 a year 
for the use of water. 

Mr. Macuo.p. That is correct. 

Mr. Mack. You say if the 5 companies obtained the franchise for 
building the power dam they will pay an estimated $5 million to the 
State of New York for the use of that water. The use of that water 
obviously under the existing water laws of the Nation belongs to the 
State of New York. I am not a lawyer and I would like you to tell 
me why, on the basis of law, the Federal Government has the right to 
take away from New York State the use of that water right provided 
that New York State has, as it has, expressed through its power com- 
mission a desire to use the water. 
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Mr. Macnorp. This payment of $1,900,000 we now make and the 
approximately $5 million we would make is in the nature of a tax. 
The question of the ownership by the State, or the overriding jurisdic- 
tion of the Federal Government in a project where it has jurisdiction, 
I am not prepared to debate, so to speak. But when I testified here 
before, this same question you have in mind was raised in another 
respect, and I made reference to what is known as the First Lowa Co- 
operative case, the effect of which was to say where the Federal Gov- 
ernment had jurisdiction and a license was issued by the Federal 
Power Commission, that that jurisdiction was overriding and exclu- 
sive even as against the State. 

There was a decision handed down in the United States Supreme 
Court just the day before yesterday in a litigation of the Federal 
Power Commission against the State of Oregon et al., which re- 
affirmed and I believe stated that conclusion much more precisely than 
it had ever been stated before by the Court. 

Mr. Mack. Who determines the amount of money that the power 
companies are to pay to the State of New York for the use of the water? 

Mr. Macnotp. Under the present arrangement what is known as 
the State waterpower and control commission. 

Mr. Mack. That is a State agency ¢ 

Mr. Macnoxp. It isa State agency. 

Mr. Mack. That is all, Mr. Chairman. 

Mr. Donpero. One more question. Who fixes the rates on the power 
and electric energy that you develop / 

Mr. Macuotp. The rates to the public? 

Mr. Donpero. The rates to the public. 

Mr. Macnotp. The New York State Public Service Commission. 

Mr. Buiarnix. Are there any further questions ? 

Mr. Scupper. Mr. Machold, I was intrigued yesterday when the 
question that Mr. Mack has just projected was raised. Is there any 
other State in the Union that lays claim to water flowing past its 
boundaries and is there any State that collects fees for the use of such 
water ? 

Mr. Macnotp. Not to my knowledge, sir. 

Mr. Scupper. I was in Europe about 2 years ago and took a boat 
trip down the Rhine River. There I saw castles, that dated over the 
centuries, of the prince bandits who built these castles with slave labor, 
and were supported by holding up navigation and collecting fees from 
boats that traversed the river. This seems to me a form of banditry 
that New York has placed against those using water that does not 
belong to them. Not a foot of Niagara water originates in New York 
State, as I understand it. It flows from the watershed of the upper 
lakes area, and just because it flows past their shores they hold that 
those who use it must pay a fee. If the fees are collected in accordance 
with New York law I believe the law to be a very unjust one, and I 
can see no grounds for their claim that they should develop this 
»roject because they claim that the waters of Niagara belong to the 
State of New York. I do not believe that any State has possessory 
rights to flowing water. It is the water of the United States of 
America and should be available for the general benefit of the public. 
Mr. Dempsey. Will the gentleman yield to me for an observation 4 
Mr. Scuppsr. Yes. 
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Mr. Dempsey. The records of the Army engineers show that the 
waters contributed by the State of New York to the Niagara River are 
about one-half of what the State of New York takes out of the barge 
canal, So the State contributes nothing net to the waters at Niagara 
Falls. 

Mr. Biarnik. Are there any other questions ¢ 

Mr. Becker. Mr. Machold, Governor Dempsey asked you how much 
Federal taxes is paid presently and would be paid under this new 
development. There are also State taxes to pay, are there not? 

Mr. Macuorp. Yes, sir. 

Mr. Becker. How much are the New York State taxes ? 

Mr. Macnoup. Niagara Mohawk paid last year $45 million in taxes. 

Mr. Becker. That was the total ¢ 

Mr. Macuorp. That was the total, and I have a breakdown of it 
here somewhere. 

Mr. Becker. I did not see any breakdown of what the New York 
State taxes were above the Federal taxes. There are considerable 
New York States taxes also: are there not ¢ 

Mr. Biarnrk. On page 11 of the testimony Mr. Machold states 
that Niagara Mohawk paid in State and local taxes for the year 1954 
a total aggregating $2514 million. Is that the figure you have in 
mind ¢ 

Mr. Macnoxrp. That is right. That was State and local. I do not 
have it broken down between them. 

Mr. Brecker. That was State and local taxes in the amount of $25 
million. So that there is a considerable New York State tax that 
will be lost under public development ¢ 

Mr. Macuotp. No; I do not think it is fair to say that, because we 
assume that we would continue to pay this $25,000,000 of State and 
local and Federal taxes, which are based upon our operations as of 
today. But no taxes would be generated from the new development 
if it were a State development. 

Mr. Brecker. How long does your present use on that operation run, 
or your license ? 

Mr. Macnoxp. For the Niagara Falls existing development ? 

Mr. Becker. Yes. 

Mr. Macnotp. 1971. 

Mr. Becker. So that it would be safe to assume if public develop- 
ment went in there, that in 1971 it would be doubtful whether or not 
yours would be continued ? 

Mr. Macnorp. Well, under the terms of the Federal license only 
the Federal Government has the right to recapture the project. 

Mr. Brecker. Only the Federal Government ? 

Mr. Macnorp. At the expiration of the license. What arrange- 
ment might be worked out between the various agencies at that time I 
could not even speculate on. 

Mr. Becker. I see. So that today it is safe to assume under a de- 
velopment or redevelopment of this new project the State of New 
York would lose the taxes that would be paid by the private power 
company ? 

Mr. Macnorp. Estimated at some $23 million. 

Mr. Becker. $23 million. And it would also be safe to assume they 
would lose the additional payment of about $3,100,000 from the use 
of water that is contemplated ? 
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Mr. Macuoxp. That is correct. 

Mr. Becker. Totaling those, that almost makes approximately 10 
percent of the income tax of the State of New York. In other words, 
to make up the loss of that revenue to the State of New York, the 
people of the State of New York would have to add on, if my memory 
serves me correctly, about 10 percent of their income tax in order to 
make up for the loss of that revenue. 

Mr. Macuorp. It would be about $30 million. 

Mr. Becker. That is right. 

One other thing. If my memory serves me correctly, in the hearings 
a couple of years ago isn’t it a fact that the Army engineers, in m: aking 
their survey for the redevelopment of Niagara power, utilized all of 
the facilities and engineering prospectuses paid for by the private 
companies in that area, which dine have through the years? 

Mr. Macuorp. All of that information was made available to them. 

Mr. Brecxer. And they testified, if my memory serves me correctly, 
that they utilized a great deal of that information. 

Mr. Macworp. I think they did. 

Mr. Becker. I want to ask you this question: Prior to any legisla- 
tion introduced for development by either the New York State Power 
Authority or the Federal Government, have the power companies up 
there made application for it prior to that time? In other words, did 
you make application to expand your facilities me there prior to the 
time of any legislation for Federal licensing, or Federal operation, 
or State operation ¢ 

Mr. Macuoxp. I can answer that in this way: In the existing develop- 
ment at the Schoellkopf station we utilized all of the water, 20,000 
cubic feet per second, that was available under the agreement between 
Canada and the United States prior to the treaty of 1950. To go back 
to our expansion of the present Schoellkopf development, in 1918, at 
the time the companies were getting the necessary permissions and 
permits then required under existing laws, they proposed an overall 
development similar to the one that 1 is now being proposed, but they 
did not receive and could not receive authority from the then existing 
agencies, particularly, I think, the Secretary of War at that time, to 
make the overall development. 

Mr. Brecker. Now, the only other point that I want to ask you 
about is that the gentleman from Michigan asked you a question 
about the power shortage i in New York State at the present time, and 
your answer was that there was not an absolute power shortage at 
the moment, but that there would be a projected power shortage in the 
next 3 to 5 years due to expansion of business and other projects in 
the area. Is that correct? 

Mr. Macnuorp. There would be if additional generating capacity is 
not made available in that area, and that area is no different than any 
other area in the country. Unless additional power generating facil- 
ities are available all over the country, there will be a power shortage. 

Mr. Becker. And the development of power up there at the present 
time has been a great inducement for the economic development from 
Buffalo all through Niagara Falls and over the entire area ? 

Mr. Macuox. I think that is true, sir. 

Mr. Becker. That is all. 

Mr. Donvero. Would my friend from New York yield to me for a 
question ? 
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Mr. Becker. Yes. 

Mr. Donvero. Mr. Machold, is it your understanding of the law 
that unless the Congress of the United States exercises ‘its right and 
authority under the recent treaty made with Canada then the ques- 
tion as to who shall develop the power at Niagara will be left entirely 
to the Federal Power Commission, and if it is left to them no private 
power enterprise can possibly receive the license / 

Mr. Macnuoip. That is my opinion, sir, because the provisions of 
the Federal Power Act are clear that any State or municipal applicant 
for the license has a preference over private enterprise. 

Mr. Fauiton. Mr. Machold, is the land on which this proposed 
steed project is to be built owned now by the Niagara Mohawk 

-ower Corp. ! 

Mr. Macnorp. Yes, sir. 

Mr. Fatton. When did you acquire that land? 

Mr. Macnotp. The site ‘of the powerhouse many years ago. I can- 
not tell you what year. I would be glad to furnish it for the record. 

Mr. Fatiton. Was that land ae quired for the purpose of future ex- 
tensions, if necessary, to increase your present output / 

Mr. Macnorp. I think that probably was in the minds of the officials 
of the company at that time. 

Mr. Fatiton. And you say it was acquired many years ago? 

Mr. Macuorp. I would be glad to furnish the date for the record. 

Mr. Fation. Do you recall approximately what date ? 

Mr. Macuotp. It must have been in the twenties. 

Mr. Buarnrx. Any further questions? The gentleman from 
Alabama. 

Mr. Jones. Mr. Machold, have you read the President’s state of 
the Union address? 

Mr. Macnotp. No, I have not. 

Mr. Jones. Have you heard of the statement that the President 
made in his state of the Union address reporting on the partnership 
arrangement, and citing specifically the Cousa and Martin’s Ferry 
case as the partnership arrangement ? 

Mr. Macnoip. I am only generally familiar with that arrange- 
ment, and I do recall it. 

Mr. Jones. Do you take exception to the President’s view on the 
partnership arrangement between the Federal Government and the 
States for the dev elopment of projects of this character ? 

Mr. Macnotrp. No, sir. 

Mr. Jones. You do not? 

Mr. Macnorp. No, 

Mr. Jones. Then why are you at odds with the State of New York 
acquiring this property ¢ 

Mr. Macnorp. All of the projects to which you refer, I understand, 
are multipurpose projects. 

Mr. Jones. That is right. 

Mr. Macuorp. Where there is some other objective than the devel- 
opment of power. ‘This isa pure power project. 

Mr. Jones. In the Martin’s Ferry case I believe it is power alone, 
it not, and some flood control ? 

Mr. Macuoip. My understanding is flood control and power. 
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Mr. Jones. And that is a dead loss to the Federal Government. 
There is no returnable revenues on the flood control project; is that 
correct ¢ 

Mr. Macuo.p. I presume that is correct. 

Mr. Jones. So then you are not in agreement with the President on 
his views on the so-called partnership arrangement ¢ 

Mr. Macuoxp. No, sir; I think the situations can be distinguished. 
The physical aspects differ in the projects. 

Mr. Jones. So it would be wrong then in this instance because there 
is no flood control and just power r alone, and that makes a difference in 
the partnership arrangement / 

Mr. Macnuonp. Yes. 

Mr. Jones. Now, you spoke of the ownership of stock by — iduals 
in 46 States. What percent of the Mohawk stock is held by indi- 
viduals ¢ 

Mr. Macuovp. I cannot recall the percentage, but the percentage of 
the oustanding shares held by individuals would be on a small size. 
The big holdings would be institutions—educational institutions, and 
investment. 

Mr. Jones. Is the Mohawk Co. a holding company / 

Mr. Macuorp. No, sir. 

Mr. Jones. Do you have a holding company in connection with the 
five companies you enumerated ¢ 

Mr. Macuorp. No, sir. 

Mr. Jones. You are owned jointly / 

Mr. Macnuorp. No, 

Mr. Jones. Will you characterize these organizations? 

Mr. Macuotp. The Niagara Mohawk Power C orp. is an operating 
utility company, its securities being owned by the public. The Con- 
solidated Edison Company of New York is a similar company operat- 
ing in the metropolitan New York and Westchester County area and 
Staten Island and Long Island, its securities being owned by the pub- 
lic. The same situation is true of the Central Hudson Gas & Electric 
Corp. operating in and around Poughkeepsie. 

Mr. Jones. What is the corporate affinity of these various com- 
panies ¢ 

Mr. Macuorp. I am coming to that. The Rochester Gas & Electric 
Co. and the New York State Electric & Gas Co.—neither of these com- 
panies owns any of the securities of any other one. 

Mr. Jonzs. Then you would establish the corporation of these five 
companies for the operation of the installation at Niagara ? 

Mr. Macuorp. That is correct. 

Mr. Jones. And the distribution of power to the respective com- 
panies would be in what proportions ? 

Mr. Macnotrp. That has not been determined. That would have to 
be worked out with the Federal Power Commission and the New York 
State Public Service Commission. 

Mr. Jones. But there is a general agreement among the companies 
to go it together in construc tion of this project ? 

Mr. Macnoup. Yes. 

Mr. Jones. On yesterday the Corps of Engineers estimated that 
the cost of construction at Niagara could produc e power at approxi- 
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mately 3 mills. What would it cost the Mohawk Power Corp. to con- 
struct and generate power at that site ? 

Mr. Macnorp. I think the project involves an expenditure of around 
$400 million. 

Mr. Jones. I am talking about what it would cost you to generate 
the power per kilowatt-hour. 

Mr. Macnoip. We can generate power at Niagara Falls in this de- 
velopment at the same cost they can, plus the tax differential, which 
is approximately 3 mills. If their cost is 3 mills, it becomes approxi- 
mately 6 mills. 

Mr. Jones. Give us the breakdown on the taxes as to how you 
compute the difference between 3 and 6 mills. 

Mr. Macuorp. We estimate that we would pay $23 million a year 
in taxes. 

Mr. Jones. What kind of taxes? 

Mr. Macnorp. State, Federal, and local. 

Mr. Jones. What percent of that total tax will be to local taxes? 

Mr. Macnotp. About 91% million. 

Mr. Jones. Mr. Machold, do you have a regulatory body in the State 
of New York? 

Mr. Macuorp. Yes, sir; the New York State Public Service Com- 
mission. 

Mr. Jones. Do you have with you at the present time your applica- 
tion for a rate at the last hearing of the New York State authority 
which heard your application for rates ? 

Mr. Macuoxp. No, I do not. 

Mr. Jones. Would you mind supplying that portion of your ap- 
plication that recited a rate and also the recitation section of the 
amount of taxes in formulating your rates? 

Mr. Macuo.p. Yes, sir. 

Mr. Jones. The tax that you speak of was made a part of your 
request to obtain a rate; is that not correct? 

Mr. Macuoxp. I assume it was. 

Mr. Jonzrs. So, as a matter of fact, those taxes are paid by the 
consumer who uses the electricity because it is part of the ratemak- 
ing, it is not? 

Mr. Macuoxp. That is correct. 

Mr. Jones. So that 9% million that you speak of in ad valorem 
is a factor that was taken into consideration by the power authority 
of the State of New York in arriving at the rate that you could charge 
in the Mohawk group? 

Mr. Macuoxp. That is correct. 

Mr. Jones. Now, your application for a rate always reflects a profit 
to the company, does it not ! 

Mr. Macuoxp. It reflects a return on our investment. 

Mr. Jones. That is right. You call that profit, do you not, over 
and above the normal expenses of operating and debt service? All 
those factors are presented to arrive at a proper rate to the company ? 

Mr. Macnorp. That is right. 

Mr. Jones. And all those facts are taken into consideration in 
establishing a rate ¢ 

Mr. Macuo.p. Yes, sir. 
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Mr. Jones. For which the consumers will pay. So, as a matter of 
fact, Mr. Machold, the tax proposition as far as the Mohawk group is 
concerned—it does not pay any taxes in ad valorem, does it! 

Mr. Macuorp. They are figured in our operating cost and charge. 

Mr. Jones. So the “ickwanee pay whatever tax is imposed on the 
utility ¢ 

Mr. Macuop. That is correct; and that is why our cost would be 6 
mills as against 3. 

Mr. Jones. When you construct this, then the consumer would pay 
this additional amount of taxes that you would impose on the con- 
sumer, based upon your ratemaking body ? 

Mr. Macuoxp. That is correct. It would take the taxes into con- 
sideration. 

Mr. Becker. Will the gentleman yield for a question ? 

Mr. Jones. Yes. 

Mr. Becker. Does not the same rule there also apply to an automo- 
bile? The consumer or purchaser pays approximately $400 taxes. 
The company does not pay it. 

Mr. Jones. Neither do gasoline stations. 

Mr. Becker. The consumer pays all the taxes. 

Mr. Jones. Of course, this is a monopoly operating in an area, and 
it derives a franchise from a legal authority, granted by the State of 
New York. I presume you do have a franchise? 

Mr. Macuorp. Yes, sir. 

Mr. Jones. Did you obtain that franchise from the State of New 
York? 

Mr. Macuotp. No. We obtain in New York State a franchise from 
the localities—cities, towns, and counties. 

Mr. Jones. And they are franchises given to you by the municipality 
or county ? 

Mr. Macuorp. That is right. 

Mr. Jones. Have any of the companies that you represent at the 
moment obtained tax amortizations for the construction of new units, 
Mr. Machold ? 

Mr. MacnHorp. Yes, sir. 

Mr. Jones. Would you be kind enough to give us the dates and the 
amount of tax amortization received by the five companies since 1950 ? 
Will you furnish that for the record ? 

Mr. Macuoxp. Yes, sir. 

Mr. Jones. Do you have any idea what the total amount is? 

Mr. Macuorp. Well, it is a substantial sum. I cannot tell you ng 
hand. (For further information see letter, July 22, 1955, on p. 326.) 

Mr. Jones. Is it in excess of $100 million ? 

Mr. Macnorp. I would think it would be. 

Mr. Scuerer. Will you yield ? 

Mr. Jones. I will be glad to yield. 

Mr. Scuerer. Those tax amortizations are taken into consideration 
by your Public Service Commission in fixing your rates, are they not? 

Mr. Jones. I am glad you brought that up. 

Mr. Macuoxp. I do not know of any Instance where in a formal 
proceeding that question has been settled in the State of New York. 

Mr. Jones. That is a matter of considerable importance in the mat- 
ter of rates as far as the private utilities are concerned ? 
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Mr. Macuoxp. It is a matter of consideration not only by the utili- 
ties but by the regulatory agencies all over the country. 

Mr. Jones. Even the Federal Power Commission is wrestling with 
the proposition ¢ 

Mr. Macuoxp. That is correct. 

Mr. Jones. And it is the position of the utilities that they should 
not take that into account in arriving at a rate; is that not so? 

Mr. Macno rp. | think that is a fair statement. 

Mr. Donpero. Will the gentleman from Alabama yield for one 
question 4 

Mr. Jones. I yield. 

Mr. Donpero. Can you name a single business in the United States, 
large, or small, that does not operate exactly on the same basis that 
you people operate your electric companies—every expense has got 
to be taken into consideration before you have profit 

Mr. Macnuotp. That is correct. 

Mr. Jonxs. Just one more question, Mr. Chairman. I regret to 
delay the committee. If you obtain the license to operate Niagara, 
what percent will that power be in the total amount of power gen- 
erated by the five companies ? 

Mr. Macuonp. Subject to correction, this is approximately correct. 
The 5 companies generated about 36 billion kilowatt-hours last 
year, and the kilowatt-hours available from this development are esti- 
mated to vary from 7,900 million to 8,200 million, if I recall. 

Mr. Jones. About one-sixth of the total capacity which you have 
installed in 314 years from now will be coming from the Niagara 
generation ¢ 

Mr. Macnorp. By the time this project is built, the five companies 
will have much more capacity. We have about a billion kilowatts of 
capacity under construction right now. 

Mr. Jones. So that would reduce it about an eighth ? 

Mr. Macnouip. About an eighth. 

Mr. Jones. About an eighth of the total generation will be obtained 
from Niagara. Now, when this Niagara power is generated and goes 
into the system, you would have a rate based upon the total produc- 
tion of all the units you have generating electricity. Is that not true? 

Mr. Macuorp. Yes, sir. 

Mr. Jones. So if the preference customers in that area were to ob- 
tain energy generated at Niagara, they would have to obtain it from 
the Mohawk group based upon the rates of the five companies. Is 
that not true, sir? 

Mr. Macuoxp, No, sir. 

Mr. Jones. Why not? 

Mr. Macnoxp. They would obtain it at a rate based upon the source 
of supply, including Niagara, available to each 1 of the 5 com- 
panies. 

Mr. Jones. That is right, but it would be the ratemaking of each 
company based upon its total production and not upon the identifi- 
cation of this energy at a lower rate ? 

Mr. Macuorp. That is correct. 

Mr. Jones. So the cooperatives or municipalities who obtain the 
power would pay for it at the going rate of the company they obtain 
it from ? F i 
Mr. Macnotp. That is correct. 
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Mr. Jones. Therefore, if the Government were to construct a project 
and generate electricity at 3 mills, there would be a considerable sav- 
ing over what they could obtain this power for from an individual 
or one of your companies; is that not true, sir? 

Mr. Macuo.p. Yes, sir. 

Mr. Jones. That is all. 

Mr. Buarnrx. Thank you very much, Mr. Machold. The next wit- 
ness—— 

Mr. Dempsey. I want to ask one question. The gentleman froin 
Alabama said if you operate at 3 mills it would be a great saving to 
the purchaser. You are paying taxes, and you are being now asked 
questions in comparison to Federal installations, who do not pay taxes. 

Mr. Macnorp. That is correct. 

Mr. Demrsey. So there would be a loss to the Federal Treasury, 
would there not ? 

Mr. Macuorp. The Federal, State, and local governments would not 
collect that 3 mills per kilowatt-hour we would have to pay. 

Mr. Jones. One more question before you go. 

Mr. Biarnix. Will you terminate with this question? The Chair 
is not trying to curtail the questioning. The questioning has been 
most pertinent, I do confess, but time is running out and we do have 
two more important witnesses. 

Mr. Jones. I will hold it over. Thank you very much. 

Mr. Bucxiey. May I ask one question of Mr. Becker? Did you 
introduce a similar bill ? 

Mr. Becker. The bill I introduced 2 years ago was introduced by 
request, Mr. Buckley. 

Mr. Buckiry. Did you not vote for the bill. 

Mr. Brcxer. I voted for the Dondero bill. 

Mr. Buckiey. The same kind of a bill. 

Mr. Becker. The Dondero bill. 

Mr. Buckury. You were not interested in Federal or State taxes, but 
were taking orders from Mr. Dewey ? 

Mr. Becker. I do not take orders, but I introduced a bill granting 
the authority to the New York State Power Authority to build facili- 
ties at the Niagara development. I introduced that bill, that is right. 
Then I offered that bill on the floor as an amendment to the Dondero 
bill, and it was defeated. Is that the information you want? 

Mr. Buckury. That is the information, but you did not mention 
anything about taxes. 

Mr. Becxer. The bill never came up. 

Mr. Buckuiry. At the hearings. 

Mr. Becker. The bill never had a hearing, Mr. Buckley. The bill 
never had a hearing before this committee. 

Mr. Bucxtry. The committee, with the exception of a few Repub- 
lican members, reported the bill out to the floor. 

Mr. Becker. No. I beg to differ with you there. There was no 
hearing whatever on the bill that I introduced. 

Mr. Donprro. May I say I remember your bill was introduced by 
request after the hearings were closed on the Miller bill and my bill. 

Mr. Becker. That is correct. There was no hearing. 

Mr. Buckiey. The St. Lawrence seaway had a hydroelectric power- 
plant: is that not a fact, Mr. Dondero? 
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Mr. Donprro. That is true, because that is a dual-purpose bill, and 
that came I: iter. 

Mr. Mack. Just to have the record clear, I believe we had a hearing 
on the Dondero bill, on the Becker bill, ad all the bills. Am I right? 

Mr. Brecker. You are absolutely incorrect there. Mr. Dondero 
stated the facts correctly. The hearings were closed the very day that 
I introduced the bill. 

Mr. Buckxtey. Why did you introduce it by request ? 

Mr. Becker. By the very statement—by request. 

Mr. Bucxtry. If you did not believe in that bill, why did you 
introduce it by request ? 

Mr. Becker. Might I say that perhaps I have learned a great deal 
about hydroelectric power and private development in the last couple 
of vears by being on this subcommittee. 

Mr. Macuorp. I would not say that at all. I think if yen read 
his testimony before the Senate committee on the bill in the hearings 
you will find it very effective. 

Mr. Gentry. Mr. Chairman, may I ask the witness one question / 

Mr. Buarntx. Mr. Gentry. 

Mr. Gentry. Mr. Machold, am I correct in believing that electric 
power in this country to the cities of the country and to the people 
of the country is furnished 94 percent by private enterprise and 6 
percent of it by public power ? 

Mr. Macuoip. The percentage would be greater than that in our 
section of the country. 

Mr. Gentry. But you do not know what it is all over the country ¢ 

Mr. Macnorp. Ninety-ten or something like that. That is only a 
guess. 

Mr. Gentry. My figures from the Library of Congress are 94 and 6. 
Let me ask you this question. In the case of that 6 percent, if that 
is correct, those people who pay those utility bills to public power 
companies do not in those utility bills support the Federal Govern- 
ment in taxes. They do not support the State government in taxes. 
They do not support the county government in taxes. They do not 
support their road districts, their independent school districts, nor 
their water improvement districts. Is that correct ? 

Mr. Macnuotp. That is correct. 

Mr. Gentry. The others do. Does that not in your opinion create 
an inequity as between taxpayers? My reaction to this thing is that 
it is a matter of equity. All these things should be one or a other 
in order to do equity as between citizens, because right in New York 
State if public power furnishes one town here, those people through 
their utility bills pay nothing to the Federal Government. They pay 
nothing to all other agencies of government, whereas a town that you 
would furnish power to would pay very heavy taxes to support the 
Federal Government. There isn’t any question about that, is there? 

Mr. Macnorp. No, sir. 

Mr. Gentry. I just asked the Library of Congress that question, not 
in connection with this but in connection with the request of the util- 
ities to get reimbursement for highway improvement cost. I asked the 
Library of Congress to give me a treatment of that problem. It seems 
to me that it is a terrible inequity as between taxpaying citizens, and 
I asked them to treat it for me and give me a paper on it. Thank you. 

Mr. Bucktey. I would like to ask the witness a question. Is it not 
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a fact that witnesses who testified when we had the hearings here 2 
years ago said that New York City was going to benefit by this St. 
Lawrence Canal? Now I understand that we are not going to even 
benefit in New York City by this Niagara power. 

Mr. Donvero. Mr. Chairman, we are not considering the St. 
Lawrence power project whatever here. 

Mr. Bucxtey. They testified we are going to get part of that power 
in New York City, and we are not getting any part of that. 

Mr. Donvero. That would be the problem of the New York Power 
Authority, because it would come under their jurisdiction. 

Mr. Buatnrk. Thank you, Mr. Machold. 

The next witness is Mr. Robert Moses, chairman of the New York 
State Power Authority. 

Mr. Moses, do you have any other witnesses with you ? 

Mr. Mosgs. Yes. Judge Poletti is here. He is a member of the 
power authority. Judge Rosenman is one of our counsel. Mr. Chapin, 
general manager. Mr. Moore is our general counsel. Mr. Taliaferro 
is here, and Mr. Spargo. 


STATEMENT OF ROBERT MOSES, CHAIRMAN, NEW YORK STATE 

AUTHORITY, ACCOMPANIED BY CHARLES POLETTI, WILLIAM §&. 
CHAPIN, THOMAS F. MOORE, JR., HENRY B. TALIAFERRO, GEORGE 
SPARGO, AND SAMUEL ROSENMAN 


Mr. Buiatnrx. Mr. Moses, we have the prepared statement that you 
submitted. 

Mr. Moses. We have sent several statements to the committee. We 
have submitted material at various times. There was a brief sub 
mitted to the chairman, including a printed brochure, and last year’s 
testimony before the Senate Public Works Committee, and corre- 
spondence with Mr. Machold, which states our case pretty thoroughly, 
but I would like, if you bear with me, to cover some of the main points 
as briefly as I can. 

You have several questions before you, and one we heard com- 
paratively little about. 

Recently there was a bill calling for Army development in the sub- 
sequent determination of the licensee. We think that bill has no merit 
whatever. It simply postpones the day when the decision will have to 
be made. 

Mr. Biatnrx. Would you identify that bill, Mr. Moses? 

Mr. Moses. I cannot identify it. 

Mr. Biatnik. That was the Radwan bill ? 

Mr. Moses. Yes, the Radwan bill. 

Mr. Buatnr. H. R. 5377. by Mr. Radwan of New York. 

Mr. Moses. I cannot see that that bill is in the interest of any of the 
parties concerned. 

As to the five-companies bill, we have given our views on that in 
the material previously submitted. We hold that the bed of the stream 
on our half of the Niagara River belongs to the State of New York, 
and that has been recognized by the United States Supreme Court. 
Any legislation looking toward giving that State’s rights to these five 
private companies we would have to fight through the United States 
Supreme Court, and we would do that. 
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There is not time here to go into the whole history of private ex- 
ploitation of the Niagara fr ontier, which goes back a hundred years. 
[t is all a matter of record. Perhaps if you would allow me to inject 
a personal note, I would like to say that I have been the head of the 
State Power Commission, which among other things operates on the 
Niagara frontier, and also on the St. Lawrence, for almost 32 years, 
in the course of which I have learned something about the Niagare 
River. Our top man for many years in the State power system, the 
head of the regional commission, which is divided into several re- 
gions, was the head of the Niagara Power Co., Mr. Paul Shoper. Con- 
trary to the general impression, we do not all hate each other just be- 

cause we differ on these matters of policy and economics and social 

objectives. I used to stay with Mr. Machold as his guest whenever 
I went up to Niagara. We never agreed upon the dev elopment of the 
Niagara frontier. We did agree on one thing—that some day we 
would all stand at Philippi or Armageddon or wherever the final 
battle was fought. 

I thought that Mr. Shoper was as liberal about the power develop- 
ment and what I conceive to be the basic public ownership and inter- 
est as anybody in that group could have been. I do not think that it 
meant very much. The fact of the matter is that Niagara Falls was 
exploited. It was not until about 60 years ago that the State got con- 
trol of its part of the falls and in the inter val the milling district w 
built and considerable of the beauty of the falls and the esc Sorehont 
and Niagara gorge was destroyed by these companies and their pre- 
dec ‘essor. 

Ly way of contrast, in Canada the control of the falls and the con- 
trol of the gorge was in the Ontario Park C ommission, and all power 
development has flowed from the park commission and what profits 
there were have gone into developing probably the finest park and 
parkway system in the world on the Canadian side. 

[ might also point out to you what I am sure you all know—that 
the Ontario Hydro develops most of the power on the St. Lawrence 

and the Niagara, and it differs from our power authority in only one 
essential respect, and that is that they have public credit back of their 
bonds, whereas we have to sell our bonds to prudent investors, with- 
out public credit. 

Perhaps I should mention also the fact that we are developing very 
rapidly our side of the St. Lawrence in partnership with the Cana- 
dians, a much more difficult and much more dramatic engineering 
feat than anything that will be done on the Niagara. It is coupled, 
as you know, with the seaway development. 

We had no difficulty in selling our bonds to private investors, and 
bear in mind that the same investors Mr. Machold is talking about, 
we have no way of bludgeoning them. We have no way of compelling 
them to buy our bonds. They are the same fellows that buy the bonds 
of the utility companies. We sold those bonds on very favorable terms. 
We have reduced the period of construction on the St. Lawrence from 
7 to 5 years, and we will be finished in 5 years and we will be deliver- 
ing power in 4. We are not exactly amateurs, and we are not without 
a recor d. 

All that we ask of the Congress is that they give us exactly what 
they gave us on the St. Lawrence. In other words, we want this left 
to the Federal Power Commission, with, of course, a preference for 
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the State of New York. We are prepared to demonstrate that we are 
“an do it better than any other agency. 


Now, coming to the 2 bills, the Buc kley bill and the Lehman- David- 
son bill, in order to make the work of the committee easier we prepared 
a comparison of the 2 bills, which has been delivered to you, which 
shows in parallel columns the differences and why we think that ours 


is the better bill. 


Those differences I can summarize briefly as follows: 


In the first place, the Lehman bill makes the granting of the license 


by the Federal Power 
Authority compulsory. 


Commission to the New 
We do not believe in that. 


York State Power 
We are perfectly 


ready to proceed on the basis of preference, and that, of course, is what 


was recommended in the President’s letter 
gress through the budget 


agency. 


which came to the Con- 
The same procedure was followed 


on the St. Lawrence, and we will take a license with such reservations 
and conditions as the FPC may see fit to impose. 

The second difference is that Senator Lehman proposes to have the 
United States share of remedial works paid in a different way than we 


propose and than is carried out in Canada. 
ment of the United States share. 


It is a question of repay- 
We do not agree with him at all on 


that basis, and we do not know how the United States Government 


will be reimbursed if we do not reimburse it. 


item, we are in agreement with Mr. Machold. 


There is also a difference as to transmission and preferences. 


As to that particular 


I want 


to point out to you in that connection that we have simply quoted the 
State law in the bill that we asked Congressman Buckley to introduce. 


That is the basic law. 


We hold that this is State property. 
the law, and we do not depart from it. 
quoting the law in the bill, there ec: 


standing or any need of subsequent legislation later on. 

Finally, there is a difference as to the park and parkway system, 
where Senator Lehman leaves open who will pay for the park and 
parkway developments, leaves it to later controversy, contrary to the 
experience in Canada, in face of the fact that a rel: atively small sum 
is involved and in face of the fact that the basic thing back of the 
international treaty was the preservation and enhancement of the 
beauty of the falls and the gorge. 

Now, there is only 1 other point that I want to emphasize, and I 
would like to make this entire y clear without being offensive to any- 


body. We are 


the stream on our side of the line. 


We quote 
Senator Lehman does. 
unnot be any possibility of misunder 


By 


absolutely convinced that New Y ork owns the bed of 
We are convinced of that on the 


Niagara just as we are on the St. Lawrence, where it has been con- 


ceded. 


There is one line in the only court decision—i 


incidentally, 


not 


the one that Mr. Machold refers to—which is pertinent in this connec- 
tion, and I will read the last sentence in the Supreme Court decision 


in the ease of Federal Power Commission v. 


Power Corporation: 


Respondent’s private property rights are rooted in State law 
paramount rights of the State and the N 


and the Nation 


We have no doubt at all as to what New York owns. 


vation. 


The 


their superior rights. 


Niagara Mohawk 


, Subject to the 
In the instant case both the State 
have made limited assertions of 
York has done so through its rental charges and the N 


New 


‘ation through its license. 


We do not 


think the Congress of the United States has any right or any power 
or any authority to give away what belongs to the State of New York. 


All that you could accomplish, assuming for the sake of argument 
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that you passed the five-companies bill, and assuming for the sake of 
argument that the President signed it, would be to drive us into the 
courts all the way to the U nited States Supreme Court. We have no 
doubt whatever as to the outcome. And in the interval Canada, 
which is already using this additional power, will continue to use 
New York’s share. 

[s it not a curious thing if what Mr. Machold has said is true about 
there being no power short: ige excepting the shortage which we need 
to antic ipate, looking into the future? Is it not curious that we have 
so many demands, so many requests from private corporations, indus- 
tries, which will pay taxes on the St. Lawrence, beyond any power 
that we can possibly give them? There is plenty of power. Why are 
they looking for it? And there is another thing. Why is Canada 
through the Ontario Hydro already using our power if there is no use 
for it? Bear in mind the Hydro has a right to use all the power 
resulting from the new remedial works, all ‘of it on both sides of the 
boundary line, until we get ready to settle our disputes. As long as 
the disputes continue, Canada gets the benefit. That is the picture. 

Mr. Buatnik. Does that complete 1 your statement ? 

Mr. Moses. That is all I have to say, excepting to attempt to answer 
any questions, and the other gentlemen who are present are also pre- 
pared to do their share. 

Mr. Buarntk. Let us first see if we have in proper order the state- 
ments and the briefs which you want incorporated in the record of the 
hearings. First we have a memorandum to the Honor able Charles 
aM ickley, dated May 25, 1955, giving a summary statement and a 
com p \rative analysis between the Lehman and Buckley bills. With- 


out objection, that will be incor porated in the record at this point. 
(The memorandum referred to is as follows :) 


PoWER AUTHORITY OF THE STATE OF NEW YORK, 
New York, N. Y., May 25, 1955. 


Re Federal Legislation To Preserve and Enhance the Scenic Beauty of the 

Niagara and To Develop Power 
Memorandum to: Hon. Charles A. Buckley, Chairman of the Committee on Pub- 

lic Works of the House of Representatives. 

From: Robert Moses, Chairman of the Power Authority of the State of New 

York. 

Set up in attached parallel columns are synposes of the Buckley bill (H. R. 
5706) and the Lehman bill (S. 1823) which indicate the differences between them. 

Also attached is a composite of the Buckley and Lehman bills. The words in 
brackets are contained in the Buckley bill but are omitted from the Lehman 
bill. The italicized words are contained in the Lehman bill but not in the Buck- 
ley bill. The words which are neither in brackets nor italicized are common to 
both bills. 

The Lehman bill, instead of authorizing the Federal Power Commission to 
issue a license pursuant to the Federal Power Act, which gives the power author- 
ity a preference, mandates the Commission to issue a license to the authority. 
This brings the bill into direct conflict with the recommendations made by the 
Bureau of the Budget, undoubtedly speaking for the President, in its letters to 
the chairman of the Senate Public Works Committee dated May 14, 1953, June 
24, 1953, April 12, 1954, and February 10, 1955, and its letter to the chairman 
ot the House Public Works Committee dated June 24, 1953. 

In its June 24, 1958, letter to the Senate Public Works Committee, the Bureau 
stated: 

“Since the relative merits of the differing proposals for such a large develop- 
ment are necessarily complex, it is the view of this office that a complete analysis 
is essential and can best be accomplished by removing the existing barrier to 
the consideration by the Federal Power Commission under the Federal Power 
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Act of proposals for redevelopment. Accordingly, the Bureau of the Budget 
would recommend that the committee approve, in lieu of S. 689, S. 1851, and 
S. 1971, legislation permitting the Federal Power Commission to so proceed.” 

This year, on February 10, the Bureau wrote the following letter to the new 
chairman of the Senate Public Works Committee in commenting upon the bill 
introduced in the Senate during the current session of Congress by the private 
companies : 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
February 10, 1955. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
412 Senate Office Building. 

My Dear Mr. CHAIRMAN: This will acknowledge your letter of January 18, 
1955, requesting the views of the Bureau of the Budget on 8. 6, to preserve the 
scenic beauty of Niagara Falls and River, to authorize the construction of certain 
works of improvement on that river for power purposes, and to further the in- 
terest of national security by authorizing the prompt development of such works 
of improvement for power purposes. 

It is recommended that the committee approve legislation in lieu of 8S. 6, which 
would permit the Federal Power Commission to consider the various proposals 
for redevelopment of the Niagara River under the terms of the Federal Power 
Act. 

Sincerely yours, 
DONALD R. BELCHER, 
Assistant Director. 


The Lehman bil! in failing to provide that the entity developing the Niagara 
power Shall pay the United States share of the cost of remedial works runs 
counter to the basic principles underlying the 1950 treaty and the considerations 
leading up to it. The primary motivations for the treaty were the enhancement 
and the preservation of the beauty of the falls and the falls area, with power 
production in an important but secondary role and undoubtedly one designed 
to effectuate the primary purpose. 

The first words of the treaty read: 

“The United States of America and Canada, recognizing their primary ob- 
ligation to preserve and enhance the scenic beauty of the Niagara Falls and 
River and, consistent with that obligation, their common interest in providing 
for the most beneficial use of the waters of that River * * *” 

The President of the United States, in submitting the treaty to the Senate 
stated : 

“The new treaty is designed to preserve and enhance the scenic beauty of 
Niagara Falls and to prescribe how much water, consistent with this purpose, 
may be diverted for power purposes in the two countries.” 

The Secretary of State, in submitting the treaty to the President, stated: 

“The treaty has been negotiated with the objective of establishing a formula 
which will protect and enhance the natural beauty of Niagara Falls and Rapids 
and also provide for a more efficient use of the water resources available for 
power development than is now permitted by international agreement.” 

The bills introduced in Congress on behalf of the private companies have con- 
sistently provided that the companies would pay the cost of the remedial works 
(82d Cong., S. 2021, H. R. 3146, 83d Cong., S. 689, H. R. 2289, H. R. 435 
84th Cong., 8. 6, H. R. 142, H. R. 420). 

The executive department obviously believes that the power developing entity 
should pay for the remedial works. This is evidenced by the fact that the 
Bureau of the Budget, again undoubtedly on behalf of the President, in its 
letter to the chairman of the Senate Public Works Committee, dated May 14, 
1953, in commenting upon a bill introduced on behalf of the private companies 
(83d Cong., 8.689) stated: 

“We wish to express our endorsement of the requirement as contained in 
section 3 (c), that the licensee pay to the United States the cost of construc- 
tion of the remedial works to be constructed.” 

The Buckley bill goes further than any bill previously introduced in carrying 
out the spirit of the treaty by providing that the licensee, in cooperation with 
the appropriate agency of the State of New York which is concerned with the 
development of parks, shall construct a scenic drive and park in the vicinity 
of the falls and that the cost be included in its net investment in the project. 
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This, of course, is consistent with what was done on the Canadian side where 
the revenue from power over the years paid for a fine park system. The 
Buckley bill would authorize the Federal Power Commission to approve the 
general outlines of the park plan, but would leave to the licensee and the appro- 
priate State agency the determination of the extent and type of development. 
The Lehman bill provides that the licensee, in cooperation with the appropriate 
State agency concerned with the development of parks, shall submit to the Com- 
mission an outline plan for the construction of a scenic drive and park, the 
plan to be subject to approval by the Commission. It doesn’t say who is to do 
the construction work. It does say that the cost of scenic and recreational 
facilities “shall be met in such part by the licensee as the Commission may 
approve.” 

The cost of the United States share of the remedial works is only about 
$8 million and having power revenues pay for it certainly would not materially 
increase the rates at which power is sold inasmuch as the total cost of the 
project is about $400 million. Similarly, the amount to be expended on parks 
is relatively small, about $14 million, compared to the cost of the entire project 
and having the Federal Power Commission approve the general outline of the 
plan certainly should constitute sufficient policing for the protection of power 
consumers without having the Commission dictate plans or limit the amount 
which the licensee may spend. 

The dominant public concern with Niagara Falls and the Niagara Gorge and 
escarpment lies in their priceless value as scenic spectacles. Seventy-five years 
ago, after ruthless commercial exploitation of our side of the Niagara River, 
the New York State reservation at Niagara was established to preserve what 
was left undefiled of the falls and river frontage and to reclaim as much as 
possible. This action antedated diversion for power. Not till the Burton Act, 
a Federal statute, was enacted in 1906, was there any effective control of the 
amount of water which could be diverted, the flow over the falls and the 
recession of the crest. In 1909 the first treaty was adopted under which the 
United States and Canada was controlled and shared the diversion. 

Canada has gone much further in conservation, park and parkway preserva- 
tions and improvements than we have. The Dominion has not been satisfied 
with mere subscription to this principle. With the formation of hte Ontario 
Parks Commission in 1894, it took steps to turn principle into realization. On- 
tario-Hydro is big business. It turns the permitted diversions into kilowatt- 
hours and dollars. On the Niagara, it must come to the Ontario Parks Com- 
mission for its power sites, indeed for its very existence. As a matter of public 
policy, it pays rental to the parks commission for a continuous park and park- 
way development of the Canadian side of the river and falls. Parks are the 
landlord, the protector of the main resource. Power is the dollar product, but 
park development comes first. 

This is true conservation. Water diversion, which might lessen the spectacle 
of the falls and gorge is not prevented, but limited and confined to guard 
again further damage and to pay for enhancement of scenery. 

The United States has been much less farsighted. New York finally estab- 
lished its rights to the waters and the bed of the stream as paramount and 
superior to private riparian rights. As a result, we have been collecting water 
rentals on the original grants paid grudgingly after a bitter court fight. The 
question now is as to the additional kilowatts provided under international agree- 
ment. 

New York maintains an inadequate park and parkway system on the frontier, 
which has had little aid from the private power and utility companies. Our 
three trifling frontages on the gorge make a pitiful showing against Canada’s 
continuous integrated park development. Diversion from the falls should pay 
to alleviate the present crowded, inadequate and disgraceful access to the falls 
and gorge in New York as it does in Ontario. 

Rock spoil from the New York power project can be used for the proposed 
riverfront parkway between North Grand Island and Rainbow Bridges. Park- 
way plans, notably in connection with the Connors Island intake, actually inter- 
lock with power project design. Large savings in time and dollars are possible 
here through coordination of park and power development. Park lands can 
be made valuable elements in river bank and riparian control necessary to the 
success of the power project. But the strongest argument for the Canadian 
policy, under which power pays for parks, lies in the preservation of the spectacle 
of the falls and gore. The best minds in both the United States and Canada 
have joined in guaranties under a solemn compact, to provide more power, but 
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only as an incident in the big objective set forth in the 1950 treaty: “recogniz- 
ing their primary obligation to preserve and enhance the scenic beauty of the 
Niagara Falls and River and, consistent with that obligation, their common 
interest in providing for the most beneficial use of the waters of that River.” 

“Primary,” “obligation,” and “consistent” are clear and explicit words. Power 
must pay for parks and parkways to carry out the spirit and letter of the com- 
pact. 

The provision of the Buckley bill, omitted from the Lehman bill, that the cost 
of the remedial works and park is to be considered part of the licensee’s net in- 
vestment is significant if the licensee is subject to the recapture provisions of 
the Federal Power Act. The Federal Government in exercising its right to take 
the licensee’s property at the expiration of the license in the absence of such a 
provision would only be required to pay the licensee the amount of its invest- 
ment in the project at the time exclusive of the money it expended for the 
remedial works and park. While the power authority is bound by the recapture 
clause as far as the St. Lawrence is concerned, it is not as far as the Niagara is 
concerned. 

The changes which the Lehman bill makes in the licensing conditions con- 
tained in the Buckley bill are generally not substantial. Both bills give prefer- 
ences to governmental units and cooperatives. Both bills provide for inserting 
of withdrawal provisions in contracts for the sale of power to insure that power 
will be available to preference customers. 

With respect to the building of transmission lines, the Buckley bill adopts 
precisely the language of the New York State Power Authority Act under which 
the authority is operating successfully on the St. Lawrence. The employment 
of such language in Federal Niagara legislation should allay the fears and avoid 
the opposition of those would would argue that more general language such as 
that contained in the Lehman bill might well be construed to require the build- 
ing of parallel transmission lines. 

The Buckley bill provides that a reasonable amount of power shall be avail- 
able within the economic market area in neighboring States. Economic market 
area is a relative term capable of reasonable interpretation based upon all 
relevant factors. For example, the greater the demand in the area where the 
power is produced relative to the amount available, the smaller the economic 
market area. The Lehman bill would make power available within economic 
transmission distance which is something altogether different. It might be 
economically feasible to transport power a relatively long distance provided 
there were no market for it close to the point at which it was produced. On the 
other hand, it could well be unreasonable to take the power out of the area 
where it is produced and needed and move it such a distance. 































Rosert Moses, Chairman. 


PARALLEL COLUMN COMPARISON OF THE Two BILLS 





H. R. 5706 (REPRESENTATIVE BUCKLEY) S. 1823 (Senator LEHMAN) 











Synopsis Synopsis 


Section 1. Authorizes Federal Power Section 1. Same as Buckley bill except 
Commission to issue license pursuant to for minor changes in language. 
existing laws of United States which 
in effect authorizes the issuance of a li- 
cense pursuant to the Federal Power 
Act which gives preference to the Power 
Authority. 

Section 2. Licensing conditions shall 
include: 










Section 2 (a) Contradicts Section 1 
by mandating the Federal Power Com- 





(1) (A) States, counties and munici- 
palities, cooperatives, and defense agen- 
cies shall be afforded an opportunity to 
purchase as much of the power avail- 
able as they can use economically and 
practically, and (B) arrangements and 
contracts for the disposition of power 
to profit-making private companies 
shall contain suitable reasonable pro- 
visions in enough of such contracts to 
allow the withdrawal of enough power, 


mission to grant license to Power Au- 
thority. 

(b) Licensing conditions shall in- 
elude: 

(1) Licensee shall (A) give equal 
preference to (i) counties and munici- 
palities, (ii) departments, agencies and 
instrumentalities of New York State, 
(iii) cooperatives; and (iv) defense 
agencies, and (B) make flexible ar- 
rangements in [presumably all] con- 
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so that the foregoing recipients may 
secure a reasonable share of the project 
power. 


(2) Licensee shall erect such trans- 
mission lines as may be necessary to 
conduct electricity to industrial users 
located at or near the site, and to ac- 
quire by contract with the owners 
thereof, transmission lines or the use of 
transmission lines available or which 
may be made available to conduct elec- 
tricity to such point or points at which 
the electricity is sold by the licensee to 
any person, corporation or association, 
public or private, engaged in the busi- 
ness of distribution and sale of elec- 
tricity to ultimate consumers, or if the 
licensee is unable so to acquire by 
contract the ownership or use of such 
transmission lines, to erect transmis- 
sion lines necessary for such purposes. 

[This language is the same as the 
provisions of the New York Power Au- 
thority Act]. 

(3) Licensee shall make a reason- 
able portton of the power available for 
use within the economic market area 
in neighboring States. In the event of 
disagreement between the licensee and 
such States, the FPC shall fix the 
amount of and terms on which power 
is to be made available. The prefer- 
ences provided in subsection (1) of Sec- 
tion 2 are made applicable. 


(4) Power shall be distributed pri- 
marily for the benefit of the people as 
consumers—particularly domestic and 
rural consumers—and at the lowest 
rates reasonably possible to encourage 
the widest use. 

(5) In the event power is sold to 
any purchaser for resale adequate pro- 
visions for establishing resale rates 
shall be included which shall pass on 
to the consumer @ fair and proper share 
of the savings in costs of generation and 
transmission. 

(6) As part of the cost of the project 
licensee at its expense shall pay the 
United States’ share of the cost of the 
remedial works undertaken in accord- 
ance with Article II of the treaty and 
shall construct a scenic drive and park 
pursuant to a plan, the general outlines 
of which shall be approved by the Com- 
mission and the cost of which shall be 
included in the licensee’s net invest- 
ment in the project. 
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tracts for the disposition of power to 
profit-making utility companies, con- 
taining suitable reasonable provisions 
for the withdrawal of enough power to 
meet the needs of the preference cus- 
tomers. 

(2) Licensee shall construct or ac- 
quire, by purchase or other agreement, 
all transmission lines necessary to 
make power available in wholesale 
quantities to private companies, prefer- 
ence customers and neighboring states. 


(3) Licensee shall make a reason- 
able portion of the power available for 
use within economic transmission dis- 
tance in neighboring States. In the 
event of disagreement between the li- 
censee and such states, the FPC may, 
after public hearings, fix the amount 
of and terms on which power is to be 
made available. Preferences contained 
in Section 2 (b) (i) and (iii) shall be 
observed with respect to the power so 
allocated. 

(4) Power shall be distributed pri- 
marily for the benefit of the people as 
consumers—particularly domestic and 
rural consumers—and at the lowest 
rates reasonably possible to encourage 
the widest possible use. 

(5) In the event power is sold to 
any purchaser for resale, adequate pro- 
visions for establishing resale rates, to 
be approved by the licensee, shall be 
included and shall be consistent with 
paragraph (4) above. 


(6) [No 
works. ] 

Licensee shall submit to the Commis- 
sion an outline plan for the construc- 
tion of a scenic drive and park, such 
plan being subject to approval by the 
Commission. The cost for such drive 
and park shall be met in such part by 
the licensee as the Commission may ap- 
prove. 


reference to remedial 


Section 3. Contains a provision that 
in case of conflict the bill supersedes 
the Rules of Practice and Procedure of 
the FPC. 
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BucKLEY Bitt SHOWING CHANGES Mabe BY LEHMAN BILL 





A BILL To authorize the construction of certain works of improvement in the Niagara 
River for power and other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That pursuant to the provisions of the reserva 
tion of the Senate of the United States in ratifying the treaty between the United 
States of America and Canada concerning uses of the waters of the Niagara 
River, signed February 27, 1950, [that] which provides that no project for 
redevelopment of the United States share of such waters [for power purposes] 
shall be undertaken until it be specifically authorized by Act of Congress, [any 
such] a project for the redevelopment of the United States share of such waters 
for power purposes [may be undertaken if] is hereby authorized, in accordance 
with existing general Jaws of the United States and this Act. [relating to the 
authorization of such projects, and such] This authorization [shall] constitutes 
compliance with the [above] reservations to said Treaty, and is consistent 
therewith. 

Sec. 2. (a) The Federal Power Commission is hereby authorized and directed 
to issue a license to New York Power Authority for the construction and opera- 
tion of the project, upon its application therefor and its acceptance of licensing 
conditions set forth in this section. 

(b) The Federal Power Commission [is hereby authorized and directed to] 
shall include [in any license issued by it for such project] among the licensing 
conditions, in addition to those deemed necessary and required under the terms 
of the Federal Power Act, the following [provisions]: 

(1) In contracting for the disposition of project power, the licensee (the New 
York Power Authority) shall (A) give equal preference for the purchase of such 
power to (i) [States,] counties [,] and municipalities, including their agencies 
or instrumentalities, (ii) departments, agencies, and instrumentalities of New 
York State, (iii) rural electric cooperatives [or other organizations] not or- 
ganized or administered for profit but primarly for the purpose of supplying 
electric energy to their members as nearly as possible at cost [, the Department 
of Defense, and other]; and (iv) the defense agencies of the United States [shall 
be afforded an opportunity to purchase as much of the power available as they 
"an use economically and practically], and (B) make flexible arrangements and 
contracts for the disposition of project power to [private] utility companies 
organized and administered for profit [shall be made sufficiently flexible, and], 
with suitable provisions [shall be contained] in [enough of] such contracts [al- 
lowing] for the withdrawal upon reasonable notice and fair terms of enough 
power [from time to time, so that the foregoing recipients now or hereafter 
authorized by law to engage in the distribution of electric energy may secure a 
reasonable share of the project power] to meet the needs of the foregoing classes 
of preference customers. 

((2) The licensee is authorized and directed to erect such transmission lines 
as may be necessary to conduct electricity to industrial users located at or near 
the site, and to acquire by contract with the owners thereof, transmission lines 
or the use of transmission lines available or which may be made available, to 
conduct electricity to such point or points at which the electricity is sold by 
the licensee to any person, corporation or association, public or private, engaged 
in the business of distribution and sale of electricity to ultimate consumers, or 
if the licensee is unable so to acquire by contract the ownership or use of such 
transmission lines, to erect transmission lines necessary for such purposes.] 

(2) The licensee shall construct or acquire, by purchase or other agreement, 
such transmission lines as may be necessary to make the power and energy gen- 
erated at the project available in wholesale quantities for sale on fair and reason- 
able terms and conditions to privately owned companies, to the preference cus- 
tomers enumerated in subparagraph (1) (A) of this subsection, and to the 
neighboring States in accordance with paragraph (3) of this subsection. 

(3) The licensee shall make a reasonable portion of the project power [out- 
put] available for use within [the] economic [market area] transmission dis- 
tance in neighboring States and shall cooperate with the appropriate agencies 
in such States to insure compliance with this requirement. In the event 
of disagreement between the licensee and the power marketing agencies [in] of 
any of [the other] such States [within the economic market area], the Federal 
Power Commission may, after public hearings, determine and fix the applicable 
portion of power to be made available and the terms applicable thereto : Provided, 
That if any such State shall have designated a bargaining agency for the procure- 
ment of such power on behalf of such State, the licensee shall [cooperate and] 
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deal only with such agency in that State. With respect to the share of the power 
so allocated, the arrangements made by the licensee for the sale of power to or in 
such States shall include observance of the preferences [provided in subsection 
1 of section 2 hereof shall be applicable in such States] numbered (i) and (iii) 
in subparagraph (1) (A) of this subsection. 

(4) Project power shall be sold and distributed primarily for the benefit of 
the people as consumers, and particularly for the benefit of domestic and rural 
consumers, to whom it shall be made available at the lowest rates reasonably 
possible and in such manner as to encourage the widest possible use. 

(5) In the event project power is sold to any purchaser for resale, contracts 
[made by the lisensee with such purchaser] for such sale shall include adequate 
provisions for establishing resale rates, [which shall pass on to the consumer 
a fair and proper share of the savings in costs of generation and transmission] 
to be approved by the licensee, consistent with paragraph (4) of this subsection. 
[(6) As part of the cost of the project, the licensee at its expense shall pay to 
the United States the United States’ share of the cost of the construction of the 
remedial works undertaken in accordance with article II of such treaty and in 
cooperation with the appropriate agency of the State of New York which is con- 
cerned with the development of parks in such State shall construct a scenic drive 
and park on the American side of the Niagara River near the Niagara Falls pur- 
suant to a plan, the general outlines of which shall be approved by the Commis- 
sion and the cost of which shall be included in the licensee’s net investment in the 
project.] 

(6) The licensee, in cooperation with the appropriate agency of the State of 
New York concerned with the development of parks in such State, shall submit 
to the Commission an appropriate outline plan for the construction of a scenic 
drive and park on the American side of the Niagara River, near the Niagara 
Falls, such outline plan being subject to approval by the Commission. The cost 
of these scenic and recreational facilities shall be met in such part by the licensee 
as the Commission may approve. 

Sec. 3. The license issued under the terms of this Act shall be granted in con- 
formance with the Rules of Practice and Procedure of the Federal Power Com- 
mission, but in the event of any conflict, the provisions of this Act shall govern in 
respect of the project herein authorized. 

Sec. [3.] 4. This Act may be cited as the “Niagara Redevelopment Act of 
1955”’. 


Mr. Biarntx. Then we have a copy of a letter from the Power Au- 
thority of the State of New York, signed by Mr. Moses, addressed to 
Mr. Earle J. Machold, president, Niagara-Mohawk Power Corp., 
dated May 6, 1955. 

(The letter referred to is as follows :) 


POWER AUTHORITY OF THE STATE OF NEW YORK, 
New York, N. Y., May 6, 1955. 
Mr. Earte J. MACHOLD, 
President, Niagara-Mohawk Power Corp., 
Syracuse 2, N. Y. 

DEAR Bare: I have a copy of your latest power propaganda entitled, ‘“There is 
No Power Shortage in New York State”, in which you take issue with a state- 
ment in the 1954 annual report, of the power authority that the present supply 
in the State is, “not sufficient to promote growth in industrial production and 
power use without interruption and curtailment”. 

We note that the accomplishments on the St. Lawrence set forth in our 1954 
annual report are not challenged by you. The only point at issue, therefore, is 
whether or not present power should be increased. We do not minimize the job 
being done by the private utilities nor do we advocate displacing them in the 
normal development and distribution of power. The subject is not thermal or 
atomic power. We are interested only in the development of State-owned hydro- 
electric power on the St. Lawrence and Niagara Rivers. The rights to these 
flows of water and the scenic and other natural resources appurtenant to them 
belong to the people. They are inalienable and cannot and will not be given away 
to your private group or any other. The power authority is mandated by law 
to protect these rights, and this we shall do. 

The private companies over the years made a shambles of our side of the 
Niagara frontier, while Canada, through the Ontario Hydro and their park 
commission, protected, saved and improved their heritage. You are not going 
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to get another opportunity to mess up our greatest remaining natural State 
resource. 

If you are confident that existing sources of supply are sufficient to meet 
industrial load growth, why have you written us asking for St. Lawrence, power? 
Why are we receiving inquiries from industries as to the availability of cheap 
power on the St. Lawrence? Why are you so anxious to control the Niagara 
River? How would you propose to finance the Niagara development unless you 
could convince prudent investors that there is a market for additional power? 
Why did you purchase a substantial block of power from Ontario Hydro in 1954 
if domestic sources were adequate? 

Are the Ontario Hydro people crazy in saying that they can use all our Niagara 
additional power as well as their own? Are all the reports made by the Federal 
Power Commission, Corps of Engineers, power authority, as well as your own 
group indicating an increasing need for power, erroneous? What do you mean 
when you state, “More power can be developed from the Niagara River and 
the private utilities are ready to develop this power at fair and reasonable 
rates’? How do you justify the new steam plant in the Buffalo area you so 
proudly announced recently ? 

As to rates, we note that you refer only to the average rate “for industrial 
and large commercial customers.”’ We know that there are instances in western 
New York where these rates are less than across the border, although these 
cheaper rates do not apply generally throughout the territory you serve. In 
other words, you single out the lowest industrial rate on your system and com- 
pare it with general rates across the border. You do not mention the industrial 
rates prevailing in Syracuse, Watertown, Utica, Schenectady, or Albany, nor 
the little fact that your domestic rate in the Buffalo-Niagara Falls area is about 
twice that charged by Ontario Hydro over the border. You cannot in the long 
run sustain a story based on a combination of clever insinuations and 
misrepresentation. 

You appear greatly worried about the loss of nonexistent tax revenue, that is 
supposititious future revenue, which is not ‘now being collected by the State 
for additional Niagara power. You constantly harp on this point. You don’t 
mention the years in which you cheated the State out of power rentals until you 
were forced to pay. The public should also know that in order to keep Alcoa 
operating as a defense plant in Massena, it has been and still is necessary for 
the United States Government to subsidize Niagara-Mohawk power, in the 
amount of about 3 mills out of the 8 paid by Alcoa for every kilowatt-hour 
furnished. This subsidy is more than the cost of the interruptible power to be 
furnished to Alcoa by the power authority. Is this &mill energy the cheap 
power you are furnishing to industry and doesn’t this subsidy arrangement 
Lepresent quite a departure from your lofty opposition to any tax-subsidized 
power? 

The arrangement by Niagara Mohawk with the Federal Government for the 
transmission of part of the power sold to Alcoa over the Massena-Taylorville 
transmission line also represented a subsidy. This is a tax-exempt power facility 
which at present does not bring in sufficient revenue to keep it in a state of 
reasonable repair. The power authority fell heir to this arrangement when it 
purchased this line from the Federal Government. It seems to make quite a 
difference as to who is the beneficiary of tax subsidies or of tax exemption. It’s 
good and high principled if you are at the receiving end, 

All of your pious statements about free enterprise relative to Niagara do not 
inake sense when it is realized that your five companies have finally given up 
opposing the development of the St. Lawrence by the power authority. You 

y y . eo j av ‘ ~ . ‘ "1,2 : 
ae oe ——— . _- Sarna terms, but we did. This is the same 
- fi ccarae ~_ —~ ie I lagara, and this authority is concerned at both the 
St. Le f Niagara only with the development ‘of power, conservation. 
scenery, and otherwise carrying out the provisions of international treaties and 
State law. 

The answer is crystal clear— St. Lawrence development by the five companies 
would not be very profitable, whereas Niagara offers a big profit which they 
want. At Niagara, you apparently are not satisfied to contract for pov er and 
distribute it under the safeguards in the international treaty and Stete law 
requiring that the benefit shall be passed on to the ultimate consumers. On the 
St. Lawrence, you feel different. 

The statements made by you and your colleagues in the five companies show 
ore restraint than a year ago. You are not as bitter in your charges and as 
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extravagant in your claims as you were. You don’t flaunt so many silly endorse- 
ments of your position prepared by your writers and adopted at meetings in 
telephone booths. This represents some improvement in your public relations. 
There is room for more. 

The power authority is not timid. All of your recent State legislative maneuvers 
designed to remove us from the Niagara and to throttle us by budgetary controls 
advocated for you by certain legislative leaders who pipe your tunes were un- 
successful. We shall be glad to have your cooperation on the St. Lawrence on 
a reasonable and proper basis which will protect the basic public interest when 
the amount of surplus power we have available is determined. 

Let’s be sensible. You gave up the fight to get the St. Lawrence some time 
ago. In the end, you are not going to be allowed to exploit the Niagara either. 
You may as well get reconciled to this fact, save the cash you are wasting on 
attacks and propaganda, and work with the authority. 

Sincerely, 
Rosert Moses, Chairman. 


Mr. Brarnrk. Are there any further statements or briefs, Mr. 
Moses ? 

Mr. Moses. I do not know whether you referred to a letter ad- 
dressed to Mr. Buckley, dated May 25, 1955. 

Mr. Bratnux. Yes,sir. That isthe first one. 

Mr. Moses. There is also a report on the Niagara power develop- 
ment which we sent to the chairman and members of the committee, 
dated December 1954, and entitled “Niagara Power and Park Develop- 
ment.” Wehave plenty of additional copies of that. 

Mr. Brarnrk. Do you wish to have that included in the record of 
the hearings? 

Mr. Moses. Yes. 

Mr. Biarntk. Without objection, so ordered. 

(The report referred to is as follows.) 


NIAGARA POWER AND PARK DEVELOPMENT 
New York STATE PoWer AUTHORITY 


New York State Power Authority : 

Robert Moses, chairman 

William Wilson, vice chairman 

Wyman 8. Bascom 

John E. Burton 

Edward H. Case 

William 8S. Chapin, general manager and secretary 

J. Burch McMorran, chief engineer 

Thomas F. Moore, Jr., general counsel 
Consultants : 

Uhl, Hall & Rich, power 

Clarke and Rapuano, park development 
State Council of Parks: 

Robert Moses, chairman 

James F, Evans, secretary 

Leonard L. Huttleston, assistant secretary 
Niagara Frontier State Park Commission : 

Joseph Davis, president 

Edward A. Atwill 

Charles C. Egbert 

Clarance R. Runals 

Paul A. Schoellkopf, Jr. 

John J. Sweeney 

Andrew M. Anderson, executive secretary and chief engineer 


INTRODUCTION 
Public interest in Niagara Falls centered around two major objectives which, 


on the American side at least, have been in conflict. One is the hydroelectric 
potential; the other the conservation, preservation, and enhancement of extra- 
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ordinary natural beauty and historic interest at the falls and generally along 
the Niagara River escarpment from Lake Erie to Lake Ontario. 

The object of the International Niagara River Treaty of 1950 was to meet 
both of these objectives. It permitted a substantial increase in electric-power 
development with carefully planned remedial works at the rapids above the falls 
in order to spread the flow, improve the scenic values, and divert water for pow- 
er. This treaty, for the first time in history, stipulated a minimum flow over 
the falls at all times, the United States and Canada sharing equally in the addi- 
tional water made available. 

The private utilities on our side have bedevilled the Niagara River for 75 
years. In spite of a record of shameless exploitation, they still have the effron- 
tery to claim that the only question here is that of making power, that this is 
exclusively their business, that further development at Niagara is merely an 
extension of their business and is opposed only by Socialists who are against 
all private enterprise. This argument completely overlooks both history and 
the basic underlying issue, which is the unquestionable public ownership and 
inalienability of the greatest natural resource of the State of New York. 

Private exploitation of Niagara Falls and the Niagara frontier is an old story. 
The record shows that the private companies have never had any genuine inter- 
est in the preservation of these public assets. Their interest lies in the exploita- 
tion of the diversion and fall of water and its conversion into power by the 
cheapest and most expeditious means, regardless of basic State conservation 
policies, of scenic or other damage, and of future public need of these natural 
resources. Precisely these considerations led the Canadians to provide for 
the preservation of these great natural resources, for their inalienability, for 
public control under international treaty, and for a unique frontier park and 
parkway system for the use and enjoyment by all of their people and visitors 
present and future. This has been the Canadian point of view for years, and 
one which we should from the beginning have emulated. 

Lurid history 

Let me give a brief review of the history of the fight in this State to recapture 
these great resources. 

The waters of the Niagara River have a dual value—esthetic and economie. 
On the Canadian side of the river these values complement each other, On our 
side through shortsightedness of public officials and greed of private utilities, 
the Niagara River’s great gifts of beauty and power have been in constant conflict. 

The Canadians have developed their share of this great natural resource 
sensibly, efficiently, and without permitting themselves to be diverted from the 
important dual objectives by cries of socialism and slogans about the free enter- 
prise system. We have not. 

By 1880 the landscape on the American side of the Niagara had become dis- 
figured by a multitude of factories, paper mills, hotels, bazaars, signs, and ice- 
houses, which so barricaded the approaches to the falls that there was actually 
not a foot of American soil from which an American citizen could view this 
natural spectacle without paying for the privilege. A proposal to establish a 
public park to preserve the view of the falls was viciously opposed by the com- 
mercial and utility interests, and by concessionaires and landowners, who claimed 
the State proposed to halt progress, defeat industry, and violate sacred property 
rights on account of mawkish sentiment and silly esthetics. 

After a 5-year battle, the New York State Legislature in March 1883 authorized 
the acquisition of certain lands in the village of Niagara Falls, N. Y. “for a 
State reservation to preserve the scenery of the falls of Niagara.” The utility 
interests and other frontage landlords immediately claimed ownership of the 
bed of the river and unlimited rights to the power afforded by the rapids and 
the falls. These riparian claims, which aggregated $30 million, were rejected 
by the courts, which ruled that as against the State the private riparian owners 
had no rights in the bed of the river nor to use its flow for power unless they had 
acquired such rights from the State. The land was finally acquired and the 
reservation established in 1885. 

By the 1880’s great progress had been made in the development of water- 
driven electrical generators. What then happened with respect to hydroelectric 
power at Niagara? Alarmed by the establishment of the State reservation at 
Niagara and the park commission’s policies of scenic preservation and water 
conservation, the private utility interests made a headlong rush to the New York 
legislature for grants to take as much water as they could get from the river. 
This was the first time these private utilities were compelled to acknowledge that 
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the State owned the waters of the Niagara and they did so only in order to per- 
petuate ruthless exploitation on their own terms. 

Before the creation of the State reservation in 1885, not a single charter had 
been granted to a private corporation for the diversion of water from the Niagara 
River. Between 1886 and 1894 venal and complacent legislatures were pressured 
into granting charters to seven companies to take water from the river below the 
falls. In only two cases was the right to take water limited in anyway. Had 
the seven companies been equipped to use the amounts of water freely given 
them by these legislative grants, they would ruthlessly have drained the river 
and denuded the falls. But fortunately for the public their greed exceeded their 
physical and financial capacities. 

It was not until the Federal Government stepped into the picture in 1906 by 
the enactment of the Burton law that there was any control whatever of the total 
amount of water which could be diverted by these exploiters. The Burton law 
put a limit on the aggregate diversion by all companies of 15,600 cubic feet per 
second. This law expired in 1913, but in the meantime the Governments of the 
United States and Great Britain had agreed in the Boundary Waters Treaty of 
1909 to limit diversion on the American side to 20,000 cubic feet per second and 
on the Canadian side to 36,000 cubic feet per second. 


Contrasting progress on the Canadian side of the river 

Let us turn now to the Canadian side. Paralleling the creation of the State 
reservation on the New York side, the Canadians established the Ontario Parks 
Commission which acquired for the Province of Ontario not only park sites at 
the falls but also a strip of land along the bank of the Niagara River all the way 
from Lake Erie to Lake Ontario. On this land we now find the beautiful Niagara 
Parkway running from one lake to the other along the edge of the spectacular 
river and connecting several expertly developed parks, flower gardens, and recre- 
ational areas which constitute the Canadian park and parkway system. Visitors 
to Niagara Falls today are astounded at the tragic difference in the size and con- 
tinuity of the Canadian system compared to ours. 

And what did Ontario do with respect to hydroelectric power development 
on the river? The strip of land along the river which had been acquired by 
the Ontario Parks Commission included the areas available for riverfront power 
sites. The promoters of the four Canadian hydroelectric plants; namely, 
Queenston, Ontario, Toronto, and Rankine, had to come to the Ontario Parks 
Commission to obtain from it the sites for the power installations. This arrange- 
ment served not only to protect the scenic value of the riverbank but also pro- 
vided the means for the development and upkeep of the park and parkway sys- 
tem. Under the agreements between the utility companies and the Ontario 
Parks Commission the companies pay an annual rental directly to the Parks 
Commission for the use of their riverfront plants. From 1894 through 1950 
they paid a total of almost $17 million to the Canadian Commission, nearly 
every penny of which went into the development and maintenance of the beau- 
tiful parks on the Canadian side. 

The next step in the Canadians’ forward-looking program was to create the 
Hydro-Electric Power Commission of Ontario which is in all essential respects 
except that of public credit the counterpart of the Power Authority of the 
State of New York. Three of the four plants on the Canadian side are now 
owned and operated by the Ontario Hydro-Electric Power Commission. The 
one remaining private plant is that of the Canadian Niagara Power Co. which 
is owned by the Niagara Mohawk interests. The Canadian plan of combining 
scenic and park development with production of hydroelectric energy at Niagara 
has resulted in a vastly superior park and parkway system. It has also pro- 
duced power plants with a rated kilowatt capacity over twice that of the two 
plants on the American side operated by the private utility company which 
falsely claims to have superior experience and exclusive know-how. Note also 
that consumers on the Canadian side of the River now get cheaper electricity 
than those on the New York side. 

With respect to the accomplishments of our foresighted Canadian friends, 
let us see what has happened since 1950 when the two Governments agreed 
upon the amount of additional Niagara water which could be diverted for power 
production. The 1950 treaty provides that this additional water is to be equally 
divided between the two countries but that either country may take the unused 
portion of the other’s share until the second country has completed facilities 
to use its share. While we have been debating the issue of private versus 
quasi-public development, the Hydroelectric Power Commission of Ontario has 
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been busy building new power facilities on its side of the river. The first units 
of these installations have been completed and are in operation. The facilities 
completed and in the course of construction by the Canadians will be capable of 
using all of Canada’s share of additional water and some and perhaps all of the 
American allotment. It should be noted that this is being accomplished by a 
governmental authority, not by private utilities, despite their contention that 
only private companies are qualified and equipped to undertake this kind of work. 


The State power authority has been licensed to develop power on the St. Lawrence 
River 

The Federal Power Commission has issued to the New York State Power 
Authority a license to develop the power resources of the international rapids 
section of the St. Lawrence River, and President Eisenhower by Executive order 
has authorized the power authority to proceed with this project. We have 
financed the project, and our present fast working schedule calls for initial 
generation in 1958 and completion of the project in 1959. 

The St. ‘Lawrence project is being constructed as a joint venture by the New 
York State Power Authority and the Ontario Hydroelectric Power Commission. 


Our Niagara Program 


Our consultants, Uhl, Hall & Rich have prepared an engineering report, a 
summary of which follows, outlining a plan for developing the potential power 
of Niagara Falls. The principal features of this plan are— 

Dependable capacity, 1,240,000 kilowatts : 

. Annual energy output, 9.1 billion kilowatt hours 

. Primary annual energy output, 6.8 billion kilowatt hours 

. Main generating plant at Lewiston, 10 150,000 kilowatt units 

. Supplementary pumped storage plant, 6 28,000 kilowatt combination pumping- 

generating units 

Pumped-storage reservoir, 41,000 acre-feet 
. Covered conduits Niagara River intake—Reservoir plans—capacity, 63,000 
cubic feet per second 
8. Participation in remedial works as now underway 
9. Construction of Niagara Parkway from Grand Island Bridge to Niagara 
reservation 
10. Estimate cost, 405 million 
11. Construction time, 4 years from date of FPC license. 

The opportunity is at hand to carry out this power plan and simultaneously 
build a strategic section of the Niagara Parkway. The earth and rock excavated 
to build the conduits will be used to build the parkway along the river’s edge. 
This parkway will connect by way of Grand Island with the throughway system 
reaching south to Buffalo and east across the State. For the first time traffic 
approaching Niagara Falls from the great population centers in the Kast will be 
able to do so on a fitting scenic boulevard comparable to that on the Canadian 
side. 

As to the remedial works under construction by the Corps of Engineers and 
Ontario Hydro, these are fully as important as the hydroelectric plant and the 
power authority is not only willing but anxious to assume its share. These 
works together with the parkway approach to the Niagara reservation will go 
a long way toward restoring to the public what has been lost due to ruthless 
exploitation in the past 

Assuming that the Congress acts favorably on legislation which will delegate 
to the Federal Power Commission the authority which is normally theirs to issue 
a license for the development of Niagara power with State preference, we shall 
promptly submit an application to this Commission for this license. We shall be 
prepared to complete detailed plans and specifications, obtain necessary financing 
and start construction. Our engineers have shown that after both St. Lawrence 
and Niagara have been completed, an additional 3,800,000 kilowatts will be re- 
quired in New York State by 1965. The question is, How long do we propose 
to argue this case in the light of the critical shortage of power while the flow 
of Niagara continues 365 days in each year and 24 hours in each day? Our 
Canadian neighbors will continue to enjoy the benefits of this flow while we argue 
among ourselves. 

In conclusion I want to make it crystal clear that this State will never allow 
its greatest natural resource, declared inalienable by our legislature and courts, 
to be handed over by Congress to five private utility companies who want to 
make a killing, and have learned nothing about public opinion. All we ask of 
Congress is to give us precisely the same opportunity we have on the St. Lawrence, 
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by means of a law which leaves licensing to the Federal Power Commission after 
full hearings and under proper conditions, but with a preference for the State 
which owns the stream. 

We shall fight through every court to the highest tribunal against this grab by 
the utility and electric companies. They can perhaps obstruct but they can never 
win. The most they can do is to tie up our share of additional Niagara power 
in politics and litigation for another 20 or 30 years, in the course of which 
Ontario Hydro will use all the water including ours. 

There is a great principle involved here and no banking system, no utility 
lobby and no political party which is wrong about it can escape public condemna- 
tion and reprisal. We of the New York State Power Authority are true con- 
servatives. We intend to control our State power at the source, to develop hydro- 
electric plants with funds raised from prudent, private investors and to sell our 
kilowatts to existing private and public plants, companies and groups of all kinds 
at fair rates determined by contract. There is nothing socialistic about this. 
The public will support it. 

RosertT Moses, Chairman. 


The great spectacle of Niagara Falls first became famous in Europe more 
than 2% centuries ago after a visit by a French missionary in 1678. Subse- 
quently this region became the scene of battles during three wars as Forts 
George, Niagara, Erie, and others testify. Now these forts, landmarks to peace, 
are within park areas so as to insure their preservation and to mark the inter- 
national border, unfortified for over 100 years. 

Canada has had the foresight to protect the shores of the Niagara River from 
the Peace Bridge to Fort George near Lake Ontario, by acquiring a strip of land 
upon which a distinguished park and parkway system has been constructed. 
New York State, however, has acquired little more than the Niagara reservation 
at the falls and small park areas known as Whirlpool, Devils Hole, and Lewiston 
Heights State Parks. These parks are widely separated. It is intended, under 
this program, to connect them with a scenic parkway which ultimately will 
extend from the north Grand Island Bridge, following the shore of the Niagara 
River to the falls, thence along the top of the escarpment to a point south of 
Lewiston: from this point it will extend inland to Fort Niagara State Park 
on Lake Ontario. The power authority will construct that portion of the pro- 
posed Niagara Parkway from the north Grand Island Bridge to the vicinity of 
the Goat Island Bridge in the Niagara reservation. 


ENGINEERS’ SUMMARY 
INTRODUCTION 


This report sets forth the results of engineering studies relating to develop- 
ment for power of water from the Niagara River allocated to the United States 
by the treaty of 1950 with Canada. It contains the basic data for application 
to the Federal Power Commission for a license for construction of the project. 
It is contemplated that a parkway system along the United States side of the 
river, starting at the north Grand Island Bridge about 4% miles above the falls 
and continuing downstream to the Niagara reservation, will be financed and 
constructed as part of the power project. It is also contemplated that the United 
States’ half of remedial works in the Niagara River recommended by the Inter- 
national Joint Commission as requisite for the additional diversion of water 
from the falls will be financed as a part of this project. 

An overall project plan has been developed and the optimum characteristics 
of the pronosed plant have been determined. An estimate of the overall cost 
of the project has been made and, from this, an estimate of the cost of power 
at the site. The financial feasibility of the project has been proven by compari- 
son with the cost of equivalent steam generated power. 

All studies for this report have taken the pertinent provisions of the treaties 
as basic. Records and reports of various governmental bodies have been ac- 
cepted as valid. 

The project plan contemplates a river intake about 3 miles above the falls with 
a system of conduits carrying the allocated water around the falls to a main 
powerhouse in the town of Lewiston, at which point the tailwater will be essen- 
tiallv at slack water from Lake Ontario. A pumping-generating plant, with an 
artificially constructed storage reservoir, will be included for ntilization of the 
increased amount of water allocated at night during the daylight hour peak load 
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period. The gross head developed will be about 314 feet, giving an average net 
head on the main plant of about 309 feet. 

The main (Lewiston) powerplant will have an installation of ten 150,000- 
kilowatt generators, each driven by a vertical Francis-type turbine rated 200,000 
horsepower at best efficiency, and 300-foot head. The pumping-generating plant 
will have 6 generator-motor units rated at 20,000 kilowatts as generators and 
requiring 28,000 kilowatts as motors. The total installation will thus have a 
rating of 1,620,000 kilowatts. 

Covered conduit water passages will be utilized between the intake and the 
forebay of the pumping plant. From the latter the water will be carried to the 
forebay of the main generating plant by open canal. The conduits will be 
horseshoe shape, about 50 feet wide by 58 feet high, and will have a capacity 
of 63,000 cubic feet per second at 12.5 feet per second velocity, which amount is 
sufficient to operate the main plant at best efficiency and average head. 

The storage reservoir will have a capacity of 41,000 acre-feet, encompassed 
by rolled fill earth embankment. 

The project has no connection with navigation, as all waterborne traffic 
between Lake Erie and Lake Ontario uses and will continue to use the Welland 
Canal. 

The installation as above outlined will have a dependable capacity (for 
December peak requirements) of 1,240,000 kilowatts, based on 1933 as the mini- 
mum monthly flow record for December (exclusive 1934-36 period) and a 60 
percent ratio of nighttime to daytime utilization of power. The average annual 
generation is estimated to be 9.1 billion kilowatt-hours based on records for 
the years 1860-1953. Of this, 6.8 billion kilowatt-hours will be primary energy 
(based on minimum mean year 1926 of 91-year record of flows). The project 
is estimated to cost $405 million, including the parkway system, the United 
States half of the Niagara remedial works, contingencies, engineering and over- 
head costs, and interest during construction. The annual costs on the invest- 
ment are estimated at $26,252,000 of which $23,247,000 are fixed costs for debt 
service and $3,005,000 covers operation, maintenance including interim replace- 
ments, and administration. The average power costs are thus 2.88 mills per 
kilowatt-hour, delivered at the high tension side of the powerplant switchyard. 

By comparison with the cost of the equivalent steam power it is found that 
power from the proposed project can be produced at less than the cost of fuel 
for the steam power. An estimated saving of $36,420,000 per year would be 
made by uitilization of Niagara power in place of steam power. This amount 
is 157 percent of the debt service for the proposed project. 

The above annual costs are based on financing the proposed project by 30-year, 
3 percent bonds, although the useful life of the plant would be considerably 
more than 30 years. After amortization of the bonds the only charges would be 
for operation, maintenance, replacement, and administration. 


CONCLUSIONS 


It is coneluded that the Niagara power project as described in this report, is 
feasible from an engineering standpoint. It is very attractive financially. There 
will be an adequate demand for the entire output from the proposed plant, as 
prime power, in the western and central parts of New York State within a few 
years after the project can be completed. There will be a demand, as secondary 
energy, for any power not sold as primary energy at any time it can be made 
available. Provided the power from Niagara is marketed and made available 
in an orderly manner, there will be no conflict with St. Lawrence power and no 
disruption of the power market in the region. 

Power from the proposed project can be delivered to load centers in the area 
at less than one-half the cost of steam-generated power. 


TREATIES AND DOCUMENTS 


The permissible amount of diversion of waters of the Niagara River for power 
purposes and the coordinate requirements for the preservation and enhancement 
of the scenic values at Niagara Falls are prescribed by three primary docu- 
ments. 

(1) The treaty of 1909—Between the United States and Great Britain relat- 
ing to boundary waters, and questions arising between the United States and 
Canada. Article ITT of this treaty stipulates that “No diversions shall be made 
except with the approval of a joint commission, to be known as the International 
Joint Commission.” 
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(2) The treaty of 1950.—Between the United States of America and Canada 
concerning uses of the waters of the Niagara River. The opening paragraph of 
this treaty emphasizes the primary obligation to preserve and enhance the scenic 
beauty of the Niagara Falls and River and, consistent with that obligation, the 
most beneficial use of the waters of that river. 

(3) The 1953 report of the International Joint Cominission to the Governments 
of the United States of America and Canada on Remedial Works Necessary To 
Preserve and Enhance the Scenie Beauty of the Niagara Falls and River, made 
pursuant to article II of the 1950 treaty. 

Article III to VI, inclusive, of the 1950 treaty are fundamental with respect 
to water available for power generation : 


Article IIT 


“The amount of water which shall be available shall be the total outflow from 
Lake Erie to the Welland Canal and the Niagara River (including the Black 
Rock Canal) less the amount of water used and necessary for domestic and 
sanitary purposes and for the services of canals for the purposes of navigation. 
Waters which are being diverted into the natural drainage of the Great Lakes 
system through the existing Long Lac-Ogoki works shall continue to be gov- 
erned by the notes exchanged between the Government of the United States of 
America and the Government of Canada at Washington on October 14 and 31 and 
November 7, 1940, and shall not be included in the waters allocated under the 
provisions of this treaty.” 

Article IV 

“In order to reserve sufficient amounts of water in the Niagara River for 
scenic purposes, no diversions of the water specified in article III of this treaty 
shall be made for power purposes which will reduce the flow over Niagara Falls 
to less than 100,000 cubic feet per second each day between the hours of 8 a. m., 
e. s. t. and 10 p. m., e. s. t., during the period of each year beginning April 1 and 
ending September 15, both dates inclusive, or to less than 100,000 cubic feet per 
second each day between the hours of 8 a. m., e. s. t. and 8 p. m., e. s. t. 
during the period of each year beginning September 16 and ending October 31, 
both dates inclusive, or to less less than 50,000 cubic feet per second at any 
other time; the minimum rate of 50,000 cubic feet per second to be increased 
when additional water is required for flushing ice above the falls or through 
the rapids below the falls. No diversion of the amounts of water, specified in 


this article to flow over the falls, shall be made for power purposes between the 
falls and Lake Ontario.” 


Article V 

“All water specified in article II of this treaty in excess of water reserved 
for scenic purposes in article IV may be diverted for power purposes.” 
Article VI 

“The waters made available for power purposes by the provisions of this 
treaty shall be divided equally between the United States of America and 
Canada.” 

The 1953 report of the International Joint Commission prescribes certain reme- 
dial works that are prerequisite for preservation of scenic values at Niagara Falls, 
the principal of which is a Chippewa-Grass Island pool control structure. The 
cost of the entire works must “be borne by the United States and Canada in equal 
moieties.” The Capehart-Martin bill (S. 689) of the 83d Congress provided 


that the licensee of the Niagara Power project must pay the United States share, 
or one-half the cost of such remedial work. 


EXISTING FACILITIES 


(1) Power—The 1909 treaty allowed diversion of 56,000 cubic feet per second 
from the falls, of which 20,000 cubic feet per second were allocated to the United 
States. The Federal Power Commission issued a 50-year license on March 2, 
1921, authorizing diversion and use of 19,725 cubic feet per second to the Niagara 
Falls Power Co. under which the Schoellkopf station, located about 3,000 feet 
downstream from the American Falls, and the Adams station powerhouses No. 
1 and No, 2 located on an intake canal about 7,000 feet above the American Falls 
utilize this 20,000 cubic feet per second. An additional amount of 12,500 cubic 
feet per second was permitted for power purposes by exchange of notes between 
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the United States and Canada during period 1941-48 and under order of Federal 
Power Commission of September 29, 1942, for the period of national emergency. 
The Schoelikopf plant contains 19 units rated at 365,000 kilowatts and develops 
a head of about 215 feet. The Adams station contains 21 units having an aggre-~ 
gate capacity of 80,000 kilowatts under a head of 135 feet and 8,800 cubic feet per 
second. 

There are six hydroelectric developments on the Canadian side: 

Sir Adam Beck No. 1; 10 units 373,000 kilowatts total, 315 feet gross head ; 

Sir Adam Beck No. 2; 12 units, 1,070,000 kilowatts total, 315 feet gross 
head ; 

Ontario, 15 units, 138,000 kilowatts total, 202 feet gross head; 

Toronto, 11 units, 108,000 kilowatts total, 137 feet average head ; 

Rankine, 11 units, 80,000 kilowatts total, 135 feet average head ; 

DeCew Falls (Welland River), 149,000 kilowatts total, 280 feet gross head. 

The Sir Adam Beck No. 2 development is planned to have an ultimate capacity 
of 1,370,000 kilowatts including a pumped storage plant having an installed ca- 
pacity of 165,000 kilowatts. Completion of this project will fully develop the 
waters allocated to Canada. 

During the years 1942 to 1947 a submerged weir was built near the lower end 
of the pool in the main channel leading to the Horseshoe Falls in order to restore 
the major portion of the lowering of the Chippewa-Grass Island pool which had 
been caused by diversions. 

(2) Park development.—On the Canadian side of the Niagara River, the 
scenic spectacle of the region has been greatly enhanced by a comprehensive 
plan of landscape architecture and a modern superhighway system affording 
suitable vantage points strategically located for views by tourists. The entire 
cost of the park and roadway system has been financed by revenues from the 
sale of power by the Hydroelectric Power Commissioner of Ontario. 

On the American side of the river there is no park of roadway development 
at all comparable with that on the Canadian side. The only public area for 
viewing the falls consists of a very small plot directly adjacent to the American 
Falls. 

PROJECT FEATURES 


(1) Remedial works.—The following specific recommendations are incorpo- 
rated in the 1953 report of the International Joint Commission on the Preser- 
vation and Enhancement of Niagara Falls: 

(a) A Chippewa-Grass Island pool gated control structure. 

(b) An excavation in the Horseshoe Cascades lying immediately upstream 
from the Canadian flank, and a crest fill 100 feet long on the Canadian flank ex- 
tending out from the shore. 

(c) An excavation in the Horseshoe Cascades lying immediately upstream 
from the Goat Island flank, and a crest fill 300 feet long on that flank extending 
out from the shore. 


Purpose of remedial works. 

The remedial works will insure: 

(a) A dependable flow of water over the American Falls and in the vicinity 
of Three Sisters Island, approximating the satisfactory flow under existing con- 
ditions; 

(b) A dependable adequate flow over both flanks of the Horseshoe Falls suffi- 
cient to provide an unbroken crestline ; 

(c) Maintenance of the present relationship between the total river flow and 
the level of the Chippewa-Grass Island pool; and 

(d) Ability to meet promptly the changes in permissible power diversions 
while assuring flows of either 50,000 or 100,000 cubic feet per second over the 
falls. 

(2) Power project.—The Niagara power project must of necessity be a reser- 
voir type development including both a main generating station and a supple- 
mentary pumped-storage station for the following basic reasons: 

(a) Availability of additional 25,000 cubic feet per second at night during 
summer and fall seasons. 

(b) Water stored at night is nsed during the following day. 
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Niagara powerplants 





| 


| Maximum 

| Installed Maximum water 
Approximate or rated water use, utilization, 
net, head feet capacity, cubic feet kilowatts, 
kilowatts per second cubic feet 
per second 


Average 
daily 
allotment, 
cubic feet 
per second 


United States: | 
Adams hath 3: 80, 000 8, 800 8, 800 
Schoelikopf- ss 21s 365, 000 23, 400 23, 700 


Total United States_ -- ; 445, 000 | 32, 200 } 32, 500 
Canada: 
Sir Adam Beck No. 1-.-- 373, 000 17, 030 | 15, 200 
Ontario ; ; r 138, 000 11, 100 : 10, 700 
Toronto- mee homed 108, 000 15, 500 ; 15, 000 
Rankine__- : : 80, 000 10, 600 .6 | 10, 600 
DeCew (Welland River) - _- 149, 000 7, 600 3, 930 


Total, Canadjan__. wae ates 848, 000 


61, 830 ‘ a 55, 430 


Total, United States and | . 
Coabwad ac. ots 5-405 -6 1, 293, 000 | 94, 030 =e 87, 930 


Sir Adam Beck station No. 2 in operation in 1954—initial capacity 1,070,000 kilowatts. 


(c) Reservoir provides sufficient storage for maintenance of the ratio of night 
to day generation in conformity with the demand. 

The proposed project plan and details of the structures are shown on pages 
24 to 29 inclusive. 

The principal features are: 

(a) A main generating plant at Lewiston with an installation of 10 150,000- 
kilowatt units. 

(¥) A supplementary pumped storage plant having an installation of 6 28,000- 
kilowatt pumping-generating units. 

(c) A pumped-storage reservoir having a storage capacity of 41,000 acre-feet. 

(d@) Waterways having a capacity of 63,000 cubic feet per second at 12.5 feet 
per second, consisting of concrete-lined-cut-and-cover waterway conduits from 
the Niagara River intake to the reservoir plant; and an open canal waterway 
thence to the Lewiston forebay. 

The intake structure is located at the southern end of Hyde Park Boulevard 
(opposite Connor’s Island) to minimize interference with existing industrial 
development and the consequent property damage; also, to provide comparative 
ease of accessibility for construction. The Lewiston generating station is located 
immediately west of Niagara University and north of Devil’s Hole Rapids, at 
which point the tailwater is only one foot higher than the water level in Lake 
Ontario. Development of the maximum hydraulic head is thus assured. The 
pumped-storage reservoir plant and reservoir are located just north of Wittmer 
Road between Military Road and the Tuscarora Indian Reservation, where flat 
topography, suitable embankment material, and tight clay for a reservoir bottom 
are available and where property damage is relatively low. In planning water- 
way locations between the intake, reservoir plant and main generating plant 
two alternative routes were available: (1) From the intake directly to the 
reservoir forebay and thence to the Lewiston generating station forebay and 
(2) a main conduit from the intake direct to Lewiston forebay and an independ- 
ent supplementary conduit from Lewiston forebay to the reservoir plant forebay. 
Each of the component waterway elements might be either a deep rock tunnel, 
a cut-and-cover conduit under open channel flow, or an open channel. The route 
and design were selected on the basis of comparative estimates of five combina- 
tions of waterway types for each of the two alternative routes. Although the 
fully open canal appears to have an advantage of about 9 percent in con- 
struction cost, the cut-and-cover conduit has advantages which are considered 
compensating. 

(3) Parkway system.—In consonance with the spirit and intent of article 
II of the 1950 treaty, and in harmony with the extensive park development on 
the opposite Canadian shore, the spoil from the extensive earth and rock excava- 
tion for the waterways for the Niagara power project on the American side will 
be utilized to advantage to construct the initial segment of a suitable parkway 
system. This initial phase of a much-needed comprehensive development will 
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extend from Grand Island North Bridge to the Niagara Reservation. The con- 
struction will be financed as an integral part of the Niagara power project, fol- 
lowing the precedent established by the Hydro-Electric Power Commission of 
Ontario in developing the parkway system on the Canadian side. 


POWER 





















(1) Flow available—The Niagara River drains Lake Erie and the upper 
lakes, a total of 263,460 square miles. Of this, 87,630 square miles, or almost 
exactly one-third, is water surface. Thc storage effect of the large water sur- 
face is vast; 4 feet change in elevation of the lakes being equivalent to 1.6 years 
fiow of 200,000 cubic feet per second at the Niagara River. 

The mean annual precipitation of the Great Lakes Basin is about 32 inches, 
with a range from a minimum of 87 percent to a maximum of 119 percent of the 
normal. The rainfall is relatively uniform throughout the year with the great- 
est amounts occurring, in general, during the summer thunderstorm months. 

Evaporation has a marked effect on the discharge from the lakes. Although 
no satisfactory data are available as to the precise amount, it is estimated that 
the average evaporation from the water surface area of the Great Lakes above 
Lake Ontario is equivalent to about 80 percent of the average discharge of the 
Niagara River. During August, September, and October it is probable that evap- 
oration is more than one-half of the amount received from inflow and rainfall. 

The tributaries to the Great Lakes range in runoff amount from about 10 
to 30 inches per year. The average net supply from all sources varies from a 
rate of 500,000 cubic feet per second in the months of April and May to an av- 
erage rate of less than 30,000 cubic feet per second in the month of November. 
The great variations in supply are absorbed by rise and fall of the lake levels. 
When the supply is high they rise and store water, and when it is low they fall 
and deliver the stored water. 
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Records of the discharge of the Niagara River have been kept since 1860. Vari- 
ous diversions have been made from and to the Great Lakes system from time to 
time so that it has been necessary to put the records on a comparable basis by 
correcting them to flows that would have occurred had no diversions taken place. 
At the present time a total of 5,200 cubic feet per second is being diverted to the 
Chicago Sanitary and Ship Canal, the Welland Canal, and the New York State 

Sarge Canal; 5,000 cubic feet per second is being diverted from the Hudson Bay 
drainage area to Lake Superior through the “Long Lac-Ogoki” diversion. Up to 
and including 1953, the flow has averaged 202,300 cubic feet per second after 
corrections for diversions, and has ranged between 129,500 (February 1936) and 
255,800 (May 1929) cubic feet per second. 

The flow available for power at the proposed project is predicted on past 
records as illustrated by the following example: 

Cubic feet 
per second 





Niagara discharge, had no diversions taken place_______________-_____ 200, 000 
UI OY ee inn eee cite de caeemc eas ne meeniitenicee es pelnte teres 100, 000 
ere, ee en I nn nn outta ene eacinacdton 5, 200 
Available for power—United States and Canada______-_______________ 94, 800 
Ce ee eee ee ee eee ere cece wee, 47, 400 
Ln TOP ORR COTTE GUNN ee ae ne ceewe 20, 000 
Available flow, proposed project, daytime__..........__.-.__-________ 27, 400 
Additional flow for nighttime use, 50,000/2__......_._.--_____________ 25, 000 
Available flow, proposed project, nighttime______.._._._.._-_____-_________ 52, 400 


(Notre.—The 5,000 cubic feet per second added through the “Long Lac-Ogoki” 
diversion is reallocated to Canada at Niagara and thus has no effect on the 
amount of water available to the United States.) 

Duration curves of the water available for power at the proposed project are 
shown on page 19. 

(2) Head.—The elevation of the water surface at Grass Island Pool, from 
which the intake of the proposed project takes its head, is taken as 563 feet, 
mean sea level. The average elevation of Lake Ontario is 249 and the tailwater 
below Lewiston is approximately 1 foot higher. The gross head available is thus 
314 feet, and, allowing 5 feet for head loss in the waterways, the available average 
net head is 309 feet. 

(3) Installation at Lewiston powerhouse.—Regulations of the Federal Power 
Commission prescribe that the capacity of the plant shall be at least sufficient 
to utilize the flow available 90 percent of the time. An installation of 1,280,000 
kilowatts will develop this proportion of the winter flow. The size of unit is 
selected on the basis of the largest runner that can be furnished and shipped 
in one piece. Such a unit will have a capacity of 200,000 horsepower at best 
efficiency and 300-foot net head. The generators would accordingly be rated 
at 150,000 kilowatts; 10 units are therefore proposed to provide the minimum 
plus one spare. 

(4) Installation at reservoir plant.—The ratio of nighttime to daytime utili- 
zation of power from the project has been taken at 60 percent. This ratio 
established relatively the desirable installation at the reservoir plant and the 
required storage in the reservoir. 

The capacity of the waterway has been made sufficient to carry the discharge 
required by the 10-150,000-kilowatt units at Lewiston operating at best gate 
and a waterway velocity of 12.5 feet per second. The corresponding discharge 
is 63,000 eubic feet per second. During the summer months this flow requires 
pumping of 21,645 cubie feet per second to the reservoir, or, 158,000 kilowatts 
of power for the 73 foot average head. 

The largest diameter Francis-type runner that the manufacturers recommend 
for fabrication and shipment in a single piece for the above requirements is 
205 inches. As pumps, these units will take 37,000 horsepower each and, as 
turbines, they will each develop 28,000 horsepower. Six units are therefore 
required for pumping and, because of the comparative infrequency of the peak 
requirement, no spares are considered necessary for this usage. The six units 
will accommodate the peak requirement during the generating cycle with one 
unit to spare. 

The capacity of the pumped-storage reservoir has been established at 41,000 
acre-feet. This amount of storage will be sufficient to firm up the capacity of 
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the plant during 2 successive dry days in the minimum mean month of Decem- 
ber (the record shows that no more than 2 successive dry days occurs), to 
provide the normal storage requirements during the minimum mean month of 
December, and to provide 1,700 acre-feet reserve at extreme drawdown. 

(5) Dependable capacity—Primary and secondary energy.— Dependable ca- 
pacity” is defined as the number of kilowatts that the plant can carry for 60 
minutes during the time of occurrence of the maximum peak load of the system 
under consideration. In calculations of dependable capacity and primary energy 
for the proposed project, the years 1934, 1935, and 1936 have been excluded. This 
has been done on account of the extreme drought which produced the low flows 
of this period, and the withholding of water in Lake Superior during these years, 
The assumption of a 60-percent ratio between nighttime and daytime utilization 
of power is maintained. The hourly peak capacity is taken as 110 percent of 
the average daily capacity. 

On the above bases, the dependable capacity of the plant will be 1,240,000 
kilowatts. 

Calculations of the primary energy available are based on the flows for the 
minimum year of record 1926 (excluding 1934-36). For the installations pro- 
posed 6.8 billion kilowatt hours per year of primary energy is so obtained. Inte- 
grating the area under the flow duration curves (p. 19) gives 9.1 billion kilowatt 
hours as the average annual energy, primary plus secondary. 

The above values are for the proposed project only, and exclude all power from 
the 20,000 cubic feet per second now being used through the Schoellkopf plant. 
This additional flow can be utilized through the full head available, however, by 
installation of additional units at the Lewiston powerhouse. The canals as 
designed could carry the extra amount of water and it is probable that no addi- 
tions will be necessary at the pumped-storage plant. 

(6) Power market.—Western New York State will form the principal market 
area for power from the Niagara redevelopment. After full absorption of power 
from the St. Lawrence project in central New York State, which it is estimated 
will be accomplished by 1962 at the latest, there will begin to be a shortage of 
power in that area (assuming the present rate of increase in demand te con- 
tinue), which.could and undoubtedly would be met by Niagara. Also, the proj- 
ect is within economical transmission distance of areas in Pennsylvania and Ohio, 


having a power demand equal to or slightly greater than that for western New 
York. 
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The graph on page 21 shows the record of peak loads and annual generation 
for the years 1938 to 1953 with a projected forecast up to the year 1965. These 
forecasts would indicate an annual increase in demand for the entire State of 
about 450,000 kilowatts (including reserves) and an annual increase in genera- 
tion of about 2 billion kilowatt-hours. The distribution of peak load within the 
State is presently approximately as follows: Western New York State, 24 per- 
cent; central and northern New York State (called the “principal market area” 
for St. Lawrence power), 27 percent; lower New York State and New York City, 
49 percent. On these bases, the dependable power from the proposed project 
could be absorbed into central and western New York State in about 5% years. 
This time would be cut to about 314 years by inclusion of the aforementioned 
areas in Pennsylvania and Ohio. 

Also, it is very probable that additional Niagara output would be absorbed in 
less time in the western portion of the State since such low cost hydroelectric 
power would encourage greater use per customer and would encourage expansion 
of electrochemical and electrometallurgical loads. A further point of great 
significance is that the total cost of power from the proposed project would be 
less than the cost of fuel alone from even the best steam stations so that 
economy would dictate that Niagara power go into use as quickly as possible, 
even at the expense of allowing certain steam stations persently operating at 
high capacity factors to go into reserve for a few years. The effect of low cost 
Niagara power moving into the central part of the State would be to release 
temporarily some generating capacity in the eastern part of the State which 
could send power to New York City until conditions stabilized. 

It is therefore concluded that the market for power from the proposed Niagara 
redevelopment is readily assured, that it will be absorbed into the present systems 
within a very short time after it is made available. 


cosTs 


The tabulation on page 36 shows the estimated cost of the project, based on 
prices as of November 1954. One-half of the estimated costs of proposed 
remedial works in the Niagara River, to be constructed jointly with Canada, are 
included. The full estimated cost of the proposed Niagara Parkway, which is to 
be financed as part of the power project, is included. Allowances are made for 
engineering and other overheads, fur contingencies, and for interest during con- 
struction. 

The estimated annual cost of the project to cover fixed charges, operation, 
and maintenance is summarized on page 36. These estimated costs are hased 
on assumed financing, by 3 percent, 30 year bonds, to be amortized within 25 
years after completion of construction. 


FINANCIAL FEASIBILITY 


(1) General.—The financial merit of the project is measured by comparison 
of the cost of its output with the cost of the equivalent output from steam sta- 
tions that might be constructed alternatively. The alternative installations would 
not be a single station, but would be of such size and so located with respect 
to the loads as dictated by overall economy. 

(2) Cost of steam power.—For the cost of steam power, the capital cost of a 
modern and efficient steam plant is estimated at $180 per kilowatt of depend- 
able capacity, including the cost of step-up substation. The capital costs have 
been reduced to annual charges on a basis comparable to financing by private 
utilities in the area, which includes: Interest on the investment at 6 percent; 
depreciation on a 6 percent sinking fund basis with 35 years life, plus an allow- 
ance of 0.40 percent per year for interim replacements; State and local taxes 
in accordance with current rates for utilities in the area; Federal income taxes 
at a 52 percent rate applied to net annual earnings assuming 50 percent of finan- 
cing by 344 percent bonds and straight line depreciation for tax purposes. The 
annual fixed charges which accrue regardless of output are estimated at $4.74 
per kilowatt of capacity. These charges include general maintenance, admin- 
istration, and fuel to keep up steam during nonoperating time. ‘The cost of fuel 
is estimated at 3.04 mills per kilowatt-hour, based on fuel at 32 cents per million 
B. t. u. and a plant heat rate of 9,500 B. t. u. per kilowatt-hour. 
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(3) Transmission.—Strengthening of the present transmission systems will be 
necessary in order to deliver power from the proposed project to load centers. 
It is likely that 230 kilovolt lines will be found desirable to the Syracuse-Utica 
area, connecting with similar lines from the St. Lawrence project. Additional 
circuits, probably 230 kilovolts, will be necessary to the Buffalo area ; and further 
west, if a portion of the output is marketed in Pennsylvania and Ohio. 

On the other hand, alternative steam stations cannot be located exactly at load 
centers, nor on load buses, and will themselves require a certain amount of 
transmission facilities. In addition, growth of the systems requires a stronger 
and more complete network, both for reliability and for economical load dis- 
patching. 

It is estimated that $20 million is a reasonable differential between the trans- 
mission systems required for the proposed project, and the alternative steam proj- 
ects, and this figure has been used in the comparison. Under private ownership, 
fixed charges on this differential would be about 12.5 percent. or $2,500,000 per 
year. The difference in operation and maintenance was estimated at $370,000 per 
year. 

(4) Cost comparison.—The tabulation on page 37 shows the comparison of 
the estimated annual cost of power from the proposed project with the avoided 
annual cost of equivalent steam-generating power. 

The table indicates an annual saving of $36,420,000 by utilization of Niagara 
power over the equivalent steam. This saving is 157 percent of the estimated debt 
service for the proposed project. 

The comparison applies to conditions after the output from Niagara is fully 
marketed. However, it will be noted that the full cost of Niagara power is less 
than the cost of fuel plus variable operating, maintenance, and general costs for 
steam power so that sufficient income would be assured, even if a portion of 
Niagara power had to be sold as secondary for a few years. 


Summary of estimated costs 


Approach channel___- 

Intake, structure 

Intake transition 

Intake gate structure- 

Covered conduit—main waterway 
Forebay, Lewiston plant : 
Ice chute and spillway 
Gatehouse, Lewiston plant 
Lewiston powerhouse Sea acts 
Switchyard__ f 

Open canal, reservoir to Lewiston plant 
Forebay, reservoir plant 

Pumping, generating plant 

(Gatehouse, reservoir plant 

Reservoir embankment 

Sridges and highway relocation 
Relocation, transmission lines 
l’roperty charges 

Remedial works 

Niagara parkway 


Total 


(contingencies, engineering, etc., 25 percent_- 


Interest during construction 


Total estimated cost 


$12, 250, 000 
4, 793, 000 
5, 331, 000 
1, 173, 000 

66, 690, 000 
5, 526, 000 

1, 794, 000 
10, 749, 000 
96, 041, 000 
10, 001, 000 
10, 764, 000 
3, 352, 000 
23, 806, 000 
7, 058, 000 
11, 418, 000 
4. 000, 000 
2 000, 000 
5, 000, 000 
8, 000, 000 
13, 848, 000 
303, 594, 000 
75, S89, 000 
379, 483, 000 
25, 517, 000 


405, 000, OOO 
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Summary of annual costs 
ANNUAL COSTS OF OPERATION AND MAINTENANCE 


Lewiston powerplant__- 1, 150, 000 
Pumped-storage powerplant____________ Pde tee , y 190, 000 
Transmission plant (switchyard) 650, 000 
Intake, waterways, reservoir dikes 260, 000 
Remedial works 50, 000 


Total operating and maintenance costs_______________- _ 2,300, 000 


FIXED ANNUAL CHARGES 


Administration by authority 

Amortization on capital costs 11, 097, 000 
Tetenest ie ccapitel: cts eesti cut dc cenddnaoeaicaueseis 12, 150, 000 
Insurance_____- : 


Total fixed annual charges : 23, 952, 000 


Potal :ammeudl) comes ok ie a, Bienes acceso BB, 28R;000 
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Annual cost comparison 


Niagara power project 


CAPACITY 


Installed capacity, kilowatts 
Secondary and reserves, kilowatts 


Dependable capacity, kilowatts rah ae 
Transmission loss, kilowatts. -~....|....-.----- 


Capacity at load centers, kilo- 
watts. 


Transmission cost differential 
Estimated total cost 


Annual charges: 
Bond interest - - 
Investment return 
Amortization 
Depreciation (6 percent 35-year |....---- 
sinking fund). 


Total annual charges 


Fixed operating costs: 
Insurance. .._- 
State, local, and Iiscellaneous | 

taxes. 

Federal income tax + 
Interim replacements _ ______-_- 
Operation and maintenance --__| 
Administration and general -- 
Working capital 
Fixed fuel 


Total fixed operating costs -_-_.| 


Total fixed costs at H. T. 
switchyard. 





Transmission differential: 
Fixed charges 
Operation and maintenance 


Total transmission 


Total fixed costs at load cen- 
ters 


ENERCY 


Average annual output, kilowatt- 
hours. 

Less transmission losses, kilowatt- 
hours. 

kilowatt- 


Energy delivered, 


hours. 


Variable annual costs: 
Operation and maintenance... _|--- 


Administration and general. . --. 


Total variable costs. - 
Total, annual charges 


Ratio, Niagara over steam 

Savings, Niagara over steam 

Ratio, savings to Niagara debt | | 157 percent 
service. 


642392—55——-10 


| 405, 000; 000 


| 3.00 percent_| 
_.| 294 perce nt_| 


1, 620, 000 | 
380, 000 | 


| 
a 240, ( 000 


10 percent 


| 


oo] 20, 000 |... 


1, 220, 000 a 


$20, 000, 000 | |. 
$180 per kilowatt 


12, 150, 000 | 

be -----| 6 percent 

11, 097, 000 
--| 0.90 percent 


23, 247, , 000° |----- 


| 0.30 percent _. 
| 2.64 percent__ 


3.06 percent -_- 

0.40 Satuant 

$2.35 per kilowatt... 
$0.35 per kilowatt - 
0.34 percent. 

| $2. 04 per kilowatt. 


650, 000 
1, 650, 000 
300, 000 


9, 100, 000, 000 
100, 000, 000 


hour. 
0.0021 
watt-hour. 
0.275 cents per kilowatt- | 
hour. 








0.015 cents per kilowatt- | 


cents per kilo- | 


Equivalent steam power 


1, 349, 000 
120, 000 


1, 220, 000 


1, 220, 000 


=e, 200, 000 


~~ 14, 472, 000 
2, 171, 000 


_16, 643, 000 


724, 000 
6, 368, 000 


7, 381, 000 
965, 000 
3, 149, 000 
469, 000 
820, 000 


“| 9,734,000 


_ 


_ 72, 010, 000 


| 9, 000, 000, 000 


$1, 350, 000 
189, 000 
, 750, 000 


26, 280, 000 
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Mr. Biarnik. Any questions on my right ? 

Mr. Buck.tey. Commissioner Moses, how much has New York State 
committed to spend on the Niagara power ? 

Mr. Mosss. I cannot answer that, Mr. Buckley, in exact terms, be- 
cause we haven’t any detailed figures such as we will have to present in 
the final analysis to the underwriters and their attorneys in connec- 
tion with the sale of bonds. I would say that it would be somewhat in 
excess of the amount required for our share of the St. Lawrence. 

Mr. Buck.ey. A similar amount? 

Mr. Mosss. Let us say in round figures 400-plus million. 

Mr. Buckiey. Around $300 million, is it not, that the State of New 
York has committed ¢ 

Mr. Moses. $335 million. Of course, Governor Poletti points out 
that you are talking, of course, about the power authority, not the 
State. 

Mr. Bucktey. That is right. 

Mr. Moses. There is no State credit back of this at all. 

Mr. Biatntk. Any further questions? 

Mr. Macurowicz. Do I understand the power authority has com- 
mitted itself to the extent of about $335 million on the St. Lawrence 
project / 

Mr. Mosss. That is right. 

Mr. Macurowicz. And that is a less profitable venture as the Niag- 
ara project, is it not ¢ 

Mr. Mosrs. Yes. A little more. The sum involved is probably a 
little greater. 

Mr. Buarnik. Any questions on my left? Mr. Dondero. 

Mr. Donprro. Mr. Moses, which bill do you prefer? I notice you 
made comparisons of the Buckley bill with the Lehman bill. 

Mr. Mosrs. I do not get the question. 

Mr. Donpvero. Which bill do you prefer, the Buckley bill or the 
Lehman bill? 

Mr. Moses. The Buckley bill. That is made very clear in the memo- 
randum, I thought. I tried to make that clear in my analysis. 

Mr. Donvero. I thought from your comments that that was what 
you intended, but you did not say so, and I wanted the record to be 
clear about it. 

Mr. Moses. We would like the record to be very clear too, Mr. Don- 
dero, We favor the Buckley bill and not the Lehman bill. 

Mr. Donpero. Mr. Moses, the statement was made this morning that 
the State of New York obtained control of the waters of Niagara 
River and Niagara Falls some 60 yearsago. Is that correct ? 

Mr. Mosss. I did not give the date. I would not put it that way at 
all. I would say the State of New York always had that control. 

Mr. Donprro. If that is so, Mr. Moses, I wonder why this committee 
is sitting here and taking testimony as to who shall develop the power 
in the Niagara River. 

Mr. Moses. I can answer that, Mr. Dondero. This committee 
would not have jurisdiction if it were not for just one thing—the 
existence of an international treaty for the preservation and beautifi- 
cation of Niagara Falls and the Niagara Gorge. It is because there 
Was a treaty between Canada and the United States. 
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Mr. Donpero. And if the Federal Government had no interest what- 
ever in that water or any control or jurisdiction over it, it just seems 
to me the treaty is surplusage. That certainly we ought not to be 
sitting here. 

Mr. Moses. I do not follow that at all. The treaty called for 
remedial works, for the diversion of additional water. Power is an 
incidental, not a majer’purpose of ‘the ‘treaty, and’ it was up to the 
Congress to determine the details, which include many other things. 
Otherwise, it would not be before Congress at all. I think you are 
certainly quite right about that. 

Mr. Donvero. As Chairman of the New York Power Authority, 
Mr. Moses, do you have any fault to find with the five companies now 
serving the State of New York ? 

Mr. Moses. What do you mean? Assuch? As companies? 

Mr. Donpero. In their service to your people. 

Mr. Moses..That is not the point.at all. The point is that per- 
sonally and as chairman of the power authority, and speaking for its 
members, we believe that the State ought to hold on to this basic re- 
source; that it ought to see that there is no further exploitation, but 
it should see that the falls are in fact preserved, that the beauty of 
the gorge is preserved and enhanced as it has been in Canada. And 
that cannot be done by turning it over to any five companies whose ob- 
jectives are profit, and must primarily be profit. I have no objec- 
tion to—— 

Mr. Scuerer. What is wrong about a profit ? 

Mr. Mosss. I did not say there was anything wrong with it. 

Mr. Scuerer. I gathered that you thought that. 

Mr. Moses. There is nothing wrong ‘with it so far as supplying 
power and heat and light to New York C ‘ity is concerned. Some of 
you may know that I am one of the fellows who believes that it would 

e better for the subway system of New York to buy all its power 
trom the Consolidated Edison i instead of part of it. That hasn’t any- 
thing to do with preserving the gorge and the falls of the Niagara. 

Mr. Donpero. Is there anything in the proposal before this commit- 
tee which you think in any way would destroy the beauty of the falls 
and gorge ! 

Mr. Mosrs. They have already destroyed about 50 percent of the 
natural beauty, and there is no reason to suppose that their motives 

ure the same as those of the State, and anyway if the State owns this 
property Congress cannot give it away. I do not see what that has 
to do with my theories about public or private ownership. 

Mr. Donvero. It has this to do with it, Mr. Moses. You propose in 
your statement to this committee to have the State of New York 
develop this power, which will certainly come in direct competition 
ith the five companies now serving your State. 

Mr. Mosgs. I do not concede that for a moment. That is an asser- 
{ion which you attribute to me. 

Mr. Donprro. Well, is that the only answer you want to give? 

Mr. Mosss. I might give additional answers, too. I spe: ak for my- 
self, Mr. Dondero, You don’t have to put words into my mouth. 

Mr. Donpero. I am trying to present this matter as it looks to me. 

Mr. Moses. Do not attribute remarks to me that I have not made. 

Mr. Donpero. You can take that position but you know in your own 
mind and heart that is what is going to happen. 
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Mr. Moses. 1 do not know that in my heart at all. I have spent, as 
| said before, 32 years as a public servant, working on these 2 frontiers, 
an unpaid servant. I have some profound convictions about it. 

Mr. Donvero. That does not change the facts of this case whatever. 

Mr. Moses. The facts as you interpret them or as I do or someone 
else does / 

Mr. Donprro. No, just as they have been presented to the committee. 
How do you square your statement with the fact that when this matter 
was considered by the committee 2 years ago the people of your State, 
all sections of them, were almost unanimous in asking us to turn this 
over to private enterprise ¢ 

Mr. Moses. I do not concede that for a moment. 

Mr. Donpero. I will admit you did not hear the testimony. There- 
fore, I will excuse you for not answering. 

Mr. NicHoison. What I would like to know is this: Is the State of 
New York going to produce the same amount of power as the five 
companies’ If they are, how are they going to do it—in a different 
way ¢ 

Mr. Donprro. Let Mr. Moses answer that. 

Mr. Moses. I do not get the question. 

Mr. Nicuotson. There is a shortage of power you say, Mr. Moses, 
and the State of New York wants to take over this proposition and 
furnish power. 

Mr. Moses. It simply wants to retain what it has. It does not want 
to take over anything. 

Mr. Nichorson. They do not intend’to build any power plants? 

Mr. Moses. Oh, yes, we do, indeed. 

Mr. Nicnoison. Then it would not be left the way’it is, would it? 
There would be some change ? 

Mr. Moses. I do not get your question. You mean is there any dif- 
ference in the plan as to amount of power ? 

Mr. Nicnotson. Yes. Isthere any difference? 

Mr. Mostrs. No, there is no basic difference. 

Mr. Nicuotson. Then what is the difference between the five com- 
panies doing it and the State of New York doing it? 

Mr. Moses. I have been trying to tell you that. That is what ap- 
pears in all the literature and in my statement. We own the bed of 
the stream. That you cannot give away, and the record of the com- 
panies has been bad, and we are going to hang:on to this in the inter- 
ests of conservation. Incidentally, we also believe that it will be 
cheaper power for the people if it is distributed by contract than by 
ex post facto public service regulation. 

Mr. Nicnoison. But the Federal Government can make treaties over 
the State of New York, giving away the rights of the State of New 
York. 

Mr. Moses. I will not concede that for a moment. The United 
States Supreme Court has never said so. 

Mr. Donpero. When I asked the question, Mr. Moses, how you 
square your statement to this committee with the record already made 
by the people of your State in asking that it be turned over to private 
enterprise, I omitted another thing, and that’ is that only 9 members 
of your entire delegation of 41 in the House voted not to turn it over 
to private enterprise before the House 2 years ago. 
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Mr. Moses. In the first place, I do not believe that I am here to 
attempt to figure out what the people of New York, the voters of New 
York, think about this particular issue at the moment. I do not know, 
and nobody else knows. We are here as the Power Authority pursuant 
to an act of the state legislature. We are representing the State of 
New York officially under an act which has never been repealed. We 
have taken an oath of office to carry out the intent and purpose of that 
act, and we are doing so successfully on the St. Lawrence and propose 
to do so successfully on the Niagara. As to these resolutions, as to 
the number of signatures that Ed Machold and Earle Machold have 
been able to get, as I said last year to Senator Bush they are represented 
by diligence but not merit. 

Mr. Macnrowicz. Would you yield on that point for one question / 

Mr. Donvero. I would like to get through with this witness and 
then turn the witness over to you. If Mr. Buckley would like to ask 
a question, I yield to my Chairman, of course. 

Mr. Bucxtey. Is it not a fact that the State of New York is guar- 
anteering the $300 million to pay for the hydroelectric power on the 
St. Lawrence seaway, and it would have cost about $500 million to 
the Federal Government ? 

Mr. Donvero. I do not understand it quite that way. Of course, 
that is a different proposition and a double-purpose project, where 
there is only a single-purpose project here. That is the difference 
between the two. 

Mr. Moses, you said that the record of these companies was bad, 
and I would like to go back to the question I asked you before. That 
is the first statement that this committee has ever heard that the record 
of those companies was bad. We have had no dissatisfaction pre- 
sented to this sommittee two years ago and none this time that the 
record was bad. Why arethey bad? How are they bad? 

Mr. Mosss. I do not know anything about the hearing you refer 
to 2 years ago. I was not the chairman of the authority then. It had 
a different membership, and I do not propose to be responsible for 
what happened then, and I do not know what it was. 

Mr. Donvero. I would say to the gentleman that the House of 
Representatives took the same view that this committee did when it 
passed the bill 262 to 120. 

Mr. Scuerer. He has not answered your question. He has evaded 
the question. 

Mr. Donvero. I am well aware of that. 

Mr. Scuerer. How is the record of these companies bad, as you 
stated here ? 

Mr. Moses. I have stated after 32 years of active, intensive, re- 
—— experience as head of the park system that the record of 
the companies, as to the only thing which is before this committee, 
which is the enhancement and improvement and preservation and 
conservation of the Niagara Falls and the gorge, is bad. We have 
stated that in this pamphlet. We have stated it in other pamphlets, 
and as I have said, it represents 32 vears of experience. We have other 
commissioners, three at least that I can think of, who have been con- 
nected with the State park system since 1924, all of whom will testify 
to the same effect and all of whom happen, curiously enough, to be 
conservative and enrolled Republicans. 
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Mr. Donvrero. And you want to let your statement stand as naked 
as it is? 

Mr. Moses. Just as naked as it is. 

Mr. Donvero. Very well. Now let me ask you this: Do you have 
any objection to the proposition that Mr. Gentry, of Texas, proposed 
to you when he said it was inequitable to have 94 percent of the power 
furnished to the people by private enterprise and 6 percent by public 
power that pays no taxes? Do you quarrel with that philosophy ? 

Mr. Moses. I do not know the exact percentage. I might point out 
that in Canada I think 86 is public and 14 percent is private in Ontario. 
They are partners in this enterprise. I do not know what you would 
spell out of that. They do work pretty well. 

Mr. Donprro. We have nothing to do, of course, with Canadian pow- 
er whatever. All we are talking about is the American system. 

Mr. Moses. It is a case in point, something to look at. We develop 
the power with them. They are on the other side of the same stream, 
and what they do over there, their philosophy, and what they have ac- 
complished certainly must be of interest. 

Mr. Donprero. You think that the power should be developed by 
public agencies, not by private enterprise. Is that not about it? 

Mr. Mossgs. No, I do not believe in putting the credit of the Govern- 
ment back of these enterprises. As I said before, we are entirely pre- 
pared to go to the market. We go to conservative investors. We go to 
the same people that Earle Machold talks about, and they buy our 
bonds. They must have confidence in them. We do not have any 
Government credit back of them. That is what I believe in. 

Mr. Donpero. And they have confidence in the private enterprise 
system of the companies? 

Mr. Mosss. I did not say they didn’t. I said they have confidence in 
ours. That is the point. 

Mr. Donprro. What point do you make in bringing this matter up 
that they are buying your bonds while the private enterprise com- 
panies are selling their bonds to the same people? What is wrong with 
that, anything? 

Mr. Moszs. I did not say there was anything wrong with it. 

Mr. Donpero. You still insist this power should be developed by 
the State of New York ? 

Mr. Mosss. In this instance, for the reason that I have given—the 
State’s ownership, the preservation of the falls and the gorge—the 
same arguments which we made, which prevailed, in the case of the 
St. Lawrence. 

Mr. Donpero. In what way would it differ if private enterprise 
developed the power at Niagara ? 

Mr. Mosss. I would not have the slightest confidence in the com- 
panies behaving any differently up there than they have in the past. 
I would not have the slightest confidence that their first interest would 
be the only thing which is before us, which is the preservation and en- 
hancement of the falls and the gorge. That would not be their first 
consideration, and it is ours. 

Mr. Donpsro. Do you quarrel with the statement of the Army 
engineers—and I will tell you what it was—that the control of all of 
these works would still be held by the Army engineers of the Fed- 
eral Government to preserve the beauty of the falls by the erecting 
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of compensatory works which will be paid for by the companies if it 
is turned over tothem? Do you quarred with that ? 

Mr. Moses. I do not interpret it as you do. To begin with, when 
it comes to a milling district, the construction of plants, zoning, and 
all the other things that go with preservation, the Army would not 
have anything to ‘do with them and could not even claim they had 
anything to do with them, and never has exerted any such power or 
asserted any such right. 

Mr. Donpero. Then I will come back to my former question. Why 
should the Federal Government be in this picture at all / 

Mr. Moses. Because of the international treaty. If it were not for 
that, you would not be sitting in this case at all. It would go auto- 
matically, without going through Congress, straight to the Federal 
Power Commission. 

Mr. Donprero. And we would have nothing to do with the water ? 

Mr. Moses. If it were not for the international treaty, that is 
exactly right. 

Mr. Donpero. And when did the Federal Government obtain the 
right to make a treaty with the Dominion of Canada that gave it the 
right you claim it never had except for that ¢ 

Mr. Moses. As to the background of the international treaty, I 
would prefer that my friends the judges answer that. 

Mr. Donpero. The gentleman from California, in your presence, I 
think, raised a very interesting question as to why it is that they have 
to pay rent to the State of New York for the use of this water if it 
is used by private enterprise, but nowhere else in the whole country 
is there a case like that. 

Mr. Moses. I do not know to begin with, Congressman, whether 
your assertion that it does not prev vail anywhere else in the country 
is correct or not. I will look that up. I have an idea that you are 
wrong. 

Mr. Donpero. I can give you one instance of it, however—in the 
State of Michigan. I am talking about the locks at the Soo. The 
State has never claimed the right to the water that flows through the 
St. Marys River. 

Mr. Moses. And the War Department issued to private enterprise 
the right to own the water for a price, and the company is paying the 
price. The Niagara Power Co., the predecessor company, in this par- 
ticular case, for years asserted ‘that New York had no rights in the 
bed of the stream and that they were not going to pay anything. 
Then they litigated the matter and they lost, and they proceeded to 
pay. They paid the amount that was fixed by the board that was 
mentioned by Mr. Machold, the board of water control. Now, if 
they thought that the State did not have any rights, why did they 
pay t They lost in the court of appeals. They did not go any further. 

And if you will read the decision in the case, beginning with Judge 
Bergen’ s decision, you will find that they cone eded that. If they had 
not conceded that, why did they pay? They had a duty to their 
stockholders. ’ 

Mr. Donpero. How did it happen then that 60 years ago licenses 
were granted ? 

Mr. Moses. That was not 60 years ago. 

Mr. Donprro. Licenses were granted. 
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Mr. Moses. The Bergen decision was in 1945. That is a court of 
appeals decision. 

Mr. Donvero. Your position is that New York State under your 
laws has the right to control that water and do what you want with 
it, and thhe F ederal Government has nothing to say about it. That 
is about the substance of your testimony. Am I wrong in that? 

Mr. Moses. I would not put it that way. I would say the Federal 
Government has certain rights in all streams which are controlled and 
administered by the Federal Power Commission, and that we are en- 
tirely ready to abide by the decision of that Commission at Niagara as 
we have on the St. Lawrence. That is my answer. 

Mr. Donpero. They are not alike. That is all, Mr. Chairman. 

Mr. Macnrowicz. Mr. Chairman 

Mr. Biatrnrk. Mr. Machrowicz. 

Mr. Macnrowrcz. I do not think we can leave unchallenged this re- 
peated statement that the people of New York have so overwhelmingly 
declared themselves. What is the position of the former Governor 
of the State of New York and the present Governor of the State of 
New York? 

Mr. Moses. Every Governor since the first election of Governor 
Smith in the fall of 1918, excepting Governor Miller, who was in for 
2 years before Governor Smith came back—every Governor has as- 
serted that this control should continue to be in the power authority 
and that they should develop this power. Every single governor is on 
record, excepting Governor Miller in the 2 years of 1921 and 1922. 

Mr Macurowicz. Now, I think also the State Assembly for the 
State of New York speaks for the people. What is their position ? 

Mr. Mosrs. All I can say about the legislature is the act. 

Mr. Macnrowtcz. Which is what? 

Mr. Moses. Under which we are here, giving the control and de- 
velopment to the power authority. If there were any such over- 
whelming or any kind of a majority opinion in the legislature opposed 
to the power authority, there would not be any power authority. 

Mr. Macurowicz. Am I correct in saying the State Legislature 
favors the granting of this authority to the State of New York? 

Mr. Moss. Certainly they favor it, and have never withdrawn the 
rights they have given us. 

Mr. Macurowicz. And that legislature is Republican controlled ; 
it not ? 

Mr. Moses. Well, if you go over the whole period of years, I only 
remember one occasion when it was Democratic in both houses. It 
has generally been Republican, and on a few occasions one house has 
been Democratic since 1918. 

Mr. Bucxtey. Mr. Chairman, did Mr. Dondero hear that ? 

Mr. Donvero. I did not hear the last part. I want to ask Mr. Moses 
one question. How do you square that statement about the State 
legislature with the action of your 62 counties of the State of New 
York and the action of 483 out of 500 towns of New York all voting 
for private enterprise ? 

Mr. Mosss. I said that the passing of those petitions by Earle and 

Ed Machold represented diligence and not merit, and I repeat it. 

Mr. Donvero. And that is your only answer to the will of the people? 

Mr. Mosss. That is not the will of the people 

Mr. Donpero. It certainly is an expression. 
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Mr. Moses. That is just running around among a bunch of super- 
visors and asking them what they think. The will of the people is 
onpeeras by the State legislature. 

Mr. Donvero, It is a little closer to the people to get the towns and 
counties to express themselves. 

Mr. Moses. You can go to the dogeatchers, and they are even closer. 

Mr. Donpero. All right. You want to ignore the will of your 
people. That is your business. That is all, Mr. Chairman. 

Mr. Biarnix. Any further questions on my left ? 

Mr. Mack. Mr. Moses, the basic water law of the country provides 
that State owns the land under the water and the use of the water. 
These companies have recognized that fact, have they not / 

Mr. Mosss. That is correct. 

Mr. Mack. They are willing to pay the additional rent for addi- 
tional water ; is that not correct ? 

Mr. Moses. As to the position of the State, that is just what you 
have said. The other thing—I do not know what you mean by paying 
additional rent. 

Mr. Mack. It was testified here that the private company is now 
paying the State $1,900,000 a year and expects to pay $5 million for 
the increased quantity of water that is used under the provisions of 
this bill. 

Mr. Mossgs. All of which is paid by the ultimate consumers finally 
when it is all added up in the addition in the rates that are charged. 
There is another little factor that Mr. Machold did not mention, and 
that is the profit to the companies, which does not exist in the case of 
the power authority since there is no profit. It is a nonprofit public 
agency. Itisa large wad of money which is reflected in the final rates. 

Mr. Mack. The point I seek to make is that the State claims that 
it owns the use of the water and the land under the water and the 
private power companies have admitted that it does by paying the 
State rental for the water. 

Mr. Mosss. That is quite right, and it is also the fact that they 
pursued that remedy in the courts as far as they wanted to pursue it. 
The fact they did not go to the United States Supreme Court is some- 
thing I cannot explain, but the fact is that they conceded and paid 
the rent after years of fighting against it and refusing to pay anything. 

Mr. Mack. Is Ontario at the present time building their powerplant 
or is it being completed ? 

Mr. Moses. They have one new plant that is practically completed. 
They are already drawing out not only their share of the water but 
a great deal of ours. I have a memorandum here which I can leave 
with you. They operate 10 out of an ultimate 12 generators, and 
shortly will be using at the Adam Beck station 60,000 cubic feet a 
second. The total capacity will be 95,000 cubic feet. Their share is 
77,500. Therefore, right now they are using a substantial amount of 
water which belongs to us. 

Mr. Mack. You made the statement, Mr. Moses, that if the franchise 
was granted to the private companies that the power authority would 
fight this matter through the courts up to the Supreme Court of the 
United States. How long a delay do you estimate such a fight would 
require ? 
ir. Moses. Five to ten years; five anyway. 
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Mr. Mack. In the meantime, Canada would have the use of the 
water 

Mr. Moses, That is right. 

Mr. Mack. Which has a value to the United States of $60 million a 
year, according to the Army Engineers’ testimony. 

Mr. Moses. That is quite right. 

Mr. Mack. You are then of the opinion that the matter should be 
resolved as promptly as possible in order that the United States can 
construct her part of the project to secure this $60 million in 
revenues 

Mr. Moses. That is right. We want a decision. 

Mr. Mack. That is all, Mr. Chairman. 

Mr. Briatntx. Mr. Scudder. 

Mr. Scupper. Mr. Chairman, following up the question referred to 
again by Mr. Mack regarding who owns the water that flows through 
or past the State, I believe your law must be based on the old feudal 
system of Europe, and your claim to it seems to me to be bluff and 
certain legal action by which you have been able to collect. I would 
like to make this inquiry: Did this case ever go to the Supreme Court 
of the United States? 

Mr. Mosrs. Yes, sir, and I would like to—— 

Mr. Scupper. It went to the Supreme Court of the United States? 

Mr. Moses. And I would like to have Judge Poletti and Judge 
Rosenman talk to you a little bit on that subject. 

Mr. Scupper. If they can answer the question; otherwise, I believe 
our chairman should request our council to ascertain the legal rights 
a State does have in charging for the use of water that flows by or 
through a State. 

Mr. Moses. I just said that the company refused to pay for years, 
that it was litigated, that they lost, and proceeded to pay. Why did 
they pay ? 

Mr. Scupper. It might have been a good nuisance value to get out 
of their way. 

Mr. Mosrs. Nuisance value? I never heard that explanation before 
in all the years Thave been listening to these things. 

Mr. Scupper. Well, it seems we are all rather confused as to the 
issues. Nobody seems to know the answer, and you did not know the 
answer until you referred to somebody else. 

Mr. Moses. I am not prepared to discuss fuedal Europe. 

Mr. Scupper. It sounds to me like a fuedal system when the State 
can charge a fee for water flowing through a turbine. 

Mr. Mosrs. Would you mind if my two friends, the judges, talk to 
you a little bit about the Supreme Court ? 

Mr. Scupper. I would be very happy to get their opinion. 

Mr. Buatnix. Governor Poletti, will you answer the gentleman’s 
question on the court decision which establishes the State’s claim ? 

Mr. Potertt. Yes, Mr. Chairman. My study of this problem from 
the legal aspects goes back to 1930. After I finished law school, I 
served a few years later as assistant counsel to the St. Lawrence Power 
Development Commission, which was appointed under an act passed 
by the Legislature of the State of New York and the members of which 
were appointed by then Governor Roosevelt. We exhaustively studied 
all the decisions of the U nited States and the general law with respect 
to waterpower and riparian rights, and there is no doubt that the law 
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establishes the ownership of the bed of the rivers, speaking of the St. 
Lawrence and Niagara, in the State of New York, and also the water 
flowing over that bed. Now, the question has come up to the Supreme 
Court and it has been recognized. We also litigated in the State of 
New York in 1941. At that time the private company represented by 
Mr. Machold insisted that it should not pay anything for the water- 
power that it was using. It was then using about 20,000 cubic feet 
per second. It was paying a minimum charge of $72,000 to the State 
for about 4,900 cubic feet per second. It refused to recognize the 
ownership of the State in the other 15,000. 

I appeared as amicus curiae in the case. It started in Buffalo. We 
fought it through the appellate division and then up to the Court of 
Appeals of the State of New York, won the case establishing again 
the ownership to the bed of the river and the ownership to that water. 
As a result, and only as a result, of years of noncooperation on the 
part of the’ private company, the State of New York was able to get 
some license fee for the use of that water. Theretofore, the private 
company had been using 15,000 cubic feet per second for decades with- 
out paying a nickel or a penny to anybody. 

There is no question in my mind—and you can have it confirmed 
by your own legal authorities—that the bed and water of the St. 
Lawrence and Niagara is in the people of the State of New York. 
May I pursue that one step further? The people of the State of 
New York speak normally through their legislature. 

Let us remember that the people of the State of New York have 
spoken through the legislature. The legislature in 1931, as a result 
of this St. Lawrence Power Development Commission to which I pre- 
viously referred, where I had the privilege of serving as assistant 
counsel, passed this act. 

Mr. Scupper. Mr. Chairman, if I might interrupt. Mr. Moses told 
you to explain, and he said that this case had been brought to the 
Supreme Court of the United States. All I want to know is: Has 
this case gone to the United States Supreme Court ? 

Mr. Potertt. Which case? You mean the case of the ownership? 

Mr. Scupper. How you acquired the right that you could charge 
for the use of water passing your shores. 

Mr. Potertr. Many cases have established it and confirmed it. 

Mr. Scupper. Has this case ever been brought up to the United 
States Supreme Court ? 

Mr. Poterrr. I do not know what you mean by “this case.” 

Mr. Scupprr. The case in which you took the power company into 
court in order to collect fees for the use of water. 

Mr. Porertt. This particular case did not go up. 

Mr. Scupper. I believe my contention was right. They are paying 
these assesements as a nuisance value. 

Mr. Poterrr. You can draw whatever—— 

Mr. Scupper. You have answered my question. 

Mr. Porertt. May I supplement— 

Mr. Bucxrry. Is there any necessity for the State of New York to 
go up to the United States Supreme Court? Was it not the company 
that should have gone to the United States Supreme Court ? 

Mr. Scupper. I contend they are more than likely paying it for 
nuisance value, of course the charge can be included in their rate 
structure. 
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a Buck.ey. That is nonsense—$1,900,000 a year for nuisance 
value ? 

Mr. Scupper. They have over $400 million involved in this bill. 

Mr. Moses. Mr. Chairman, what I stated—I wish you would allow 
me to finish this—was that this issue had been passed upon by the 

United States Supreme Court. I did not say there was any case in- 
volving an attack by the State of New York on the Niagara Mohawk 
Power Co. As a matter of fact, this is litigation that the Niagara 
Mohawk people started to prove that there were proprietary rights 
that they got from the State of New York. If you will listen to Judge 
Rosenman, he will tell you what the case is. 

Mr. Rosenman. May I, Congressman Scudder, with the permission 
of the chairman, call your attention to the case which Mr. Moses has 
in mind. It is entitled “Federal. Power Commission Against the 
Niagara Mohawk Power Corporation.” That was the case which 
came up on an involved question as to how much should be put aside 
for amortization and reserves, and in the course of the opinion the 
Supreme Court of the United States made it very clear that the Legis- 
lature of the State of New York was correct in stating that the title 
to the bed of this stream up to the international boundary belongs in 
the State of New York; that what the Federal Government has to do 
on the St. Lawrence or any navigable river is to contro] the naviga- 
tion; and that the title to the land and the title to the water is all in 
the State of New York; and that the Federal Power Act, in which 
the Federal Government announced its policy, did not in any way 
interfere with the proprietary rights which the State of New York 
has in those assets. What the State of New York has determined is 
that it wants to develop those resources through its own instrumen- 
tality. That instrumentality is the State of New York Power Auth- 
ority, of which Mr. Moses is the chairman, and it exercises its func- 
tion under this statute not by pledging the credit of the State or of 
the Federal Government but by selling its own bonds in the market. 
It raises the money that way, and it develops the waterpower as it is 
now doing on the St. Lawrence for the benefit of the people and in 
accordance with the Power Authority Act. 

Now, the case involving the St. Lawrence and the case involving 
Niagara has not come to the Supreme Court of the United States 
because nobody has started it. We are now developing the water- 
power resources on the St. Lawrence River. If there were any ques- 
tion about our authority to do so, if there were any question about 
the fact that the State of New York owned its share or side of the 
St. Lawrence, I assure you that all of these utility companies would 
be in the courts. They started to go into the courts, and they were 
defeated in the courts, and they never carried it to the Supreme Court 
of the United States. So that there was no reason why the power 
authority should carry the St. Lawrence or the Niagara River case to 
the Supreme Court of the United States, because it has been given 
the function to develop. 

What did happen was that on one incidental question involving 
amortization and reserves the Niagara Mohawk did go to the Supreme 
Court of the United States in the case which I cited to you, sir, and in 
that case the Supreme Court reaffirmed the rights of the State of New 
York in that water and in the resources of the water which flows past. 

So this is not a question merely of the State demanding tribute, as 
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you said used to happen in feudal Europe. This is a case of the State 
of New York asking for payment for something which it owns and 
something which the utilities now agree that it owns, and something 
which the utilities now pay for. 

Mr. Scupper. Do you know of any other State which makes such 
claims to water flowing by their borders? 

Mr. Rosenman. I do not know of any such State, Congressman Scud- 
der, but I do not think that makes any difference. 

Mr. Scupper. It makes a big difference so far as I am concerned, and 
I believe that this committee should investigate very thoroughly as 
to who owns the water. I believe the law is clear that the State owns 
the bed of the river. I question the ownership of the flowing water. 
We have Federal interest in this project. Ifa private power company 
constructs this project they will pay in the neighborhood of $10 mil- 
lion a year to the Federal Government in income » and franchise taxes— 
if that income is lost by-State.construction, then I think the Federal 
Government does have a big stake in this controversy. I believe our 
attorney should so advise us. 

Mr. Rosenman. I might add that the Congress of the United States 
by giving the Federal Power Commission the functions which it has 
given to it, will have to overrule that if any such effort is made. 

Mr. Moses. Mr. C hairman, I would like to point also that we are 
selling bonds on the St. Lawrence with some 400 houses of issue and 
underwriters involved all over the United States, because you do noi 
lightly sell a bond issue of $335 million. All of them are represented 
by their bond counsel and regular counsel. If they had the slightest 
doubt, as to who owned the-bed of-the stream, we never could have sold 
the bonds. They are no fools. 

Mr. Buarnix. Mr. Scherer. 

Mr. Scuerer. It is obvious, Mr. Witness, that the power authority 
will pay no taxes to the Federal Government if it develops this project, 
will it? 

Mr. Mosrs. Federal taxes ? 

Mr. Scuerer. Yes. 

Mr. Mosrs. Directly ? 

Mr. Scuerer. Yes. 

Mr. Moses. No. Indirectly, yes. 

Mr. Scnerer. It will pay no revenues, of course, to the State of New 
York, will it? 

Mr. Moses. The same answer, but let me point out to you that to the 
extent that we establish new industries, as we proposed to do on the 
St. Lawrence—— 

Mr. Scurrer. Private enterprise would establish new industries, too. 

Mr. Moses. They might or might not. They might decide as a mat- 
ter of policy and to suit themselves 

Mr. Scirertr. They have done a pretty good job so far. 

Mr. Moses. What is that? 

Mr. Scuerer. They have done a pretty good job so far in supplying 
power ¢ 

Mr. Moses. It is not my business to run down private industry or 
power distributors. 

Mr. Scuerer. Well, you have. You would not pay water rentals 
either to the State of New York would you? 
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Mr. Moses. No. That would be reflected in the lower rates to con- 
sumers. 

Mr. Scuerer. And the fact that you would pay no taxes to the Fed- 
eral Government and no water rentals to the State of New York or 
other taxes to the State of New York would enable the power authority 
to provide cheaper rates / 

Mr. Moss. As far as New York is concerned, that is a matter of 
policy. 

Mr. Scuerer. I understand that. Is it true or is it not? 

Mr. Moss. It is not. 

Mr. Scurrer. It is not true! 

Mr. Mosrs. No, because—you don’t let me finish my statements. Let 
us assume for the sake of argument that 30 years from now, when 
all these bonds have been amortized 
Mr. Scuerer. You are evading the issue again as you have in re- 
sponse to most of the question asked you here today, I am talking 
about possible future revenue of the State of New York. I asked first 
whether you are going to pay any taxes to the Government of the 
United States. 

Mr. Mosss. I said “No.” 

Mr. Scuerer. That is right. Are you going to pay any water 
rentals such as the private utilities would pay ¢ 

Mr. Mossgs. No, not at this time. 

Mr. Scuerer. And you are not going to pay any taxes that the utili- 
ties pay to the State of New York? 

Mr. Mosgs. I cannot answer that. Noone can. 

Mr. Scuerer. Is there any law of the State of New York that re- 
quires your authority to pay any local taxes or any State taxes? 

Mr. Moses. Assuming that the State in the future decided that. 

Mr. Scuerer. I am not talking about the future. I am talking 
about now. 

Mr. Mosrs. No. There is no power developed. 

Mr. Scuerer. I understand that. Is there a law on the books of 
the State of New York that would require your power authority to pay 
any taxes to the State ? 

Mr. Mosgs. No. 

Mr. Scuerer. That is what I thought the answer was. 

Mr. Buckiey. Mr. Scherer, would you yield for a question ? 

Mr. Scuerer. Yes. 

Mr. Bucktey. Did you vote for the St. Lawrence hydroelectric 
power ¢ 

Mr. Scurrer. I think we can answer that in executive session. 

Mr. Buckuey. I think I can tell you in open session how you voted 
when I tried to put through the St. Lawrence hydroelectric power and 
St. Lawrence Canal. 

Mr. Scuerer. I have a right to vote the way I want to vote. 

Mr. Buckiey. Everyone voted on that side until Mr. Dewey came 
down and had a talk with Mr. Eisenhower. 

Mr. Scurrer. Mr. Dewey does not influence me. I am a Taft Re- 
publican. Dewey has less influence with me than the present Governor 
of the State of New York. 

Mr. Buarnix. Mr. Withrow / 
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Mr. Auger. Mr. Moses, I have a brief inning here, and I have just 
2 or 3 questions I want to ask of you. 1 was very pleased with what 
I heard on the highway testimony, in that I have a great respect for 
your knowledge. I can certainly agree that you have proven that the 
authority is not timid, as you state in your letter here. I am one of 
those who is more diligent than anything else, because I am a new- 
comer and am trying to learn. I find I am departing from you today 
as 1 gather some of ‘the things you have said in pricinple. I want to 
pursue 1 or 2 questions along those lines. 

I see you are very concerned, and rightly so, with the beautification 
angle. Do you suppose we could work something out whereby the 
private companies could join together in this developmeiit if we imple- 
ment it with legislation so that the beauty would not be destroyed / 

Mr. Mosrs. No, sir. 

Mr. Auerr. You do not think that is possible ? 

Mr. Mosrs. No, sir. As I stated before, in spite of close personal 
relationship and long-standing friendship for the old head of the 
Niagara Power Co., none of us, that is, none of the park people who 
determine park policies, could ever get to an agreement on that subject. 
We argued about 1 lock at the entrance to the bridge known as the 
Portal lock for 40 years, and it has not been settled yet. 

Mr. Aucer. If we could get that done, just again for the sake of 
argument—I recognize your answer. 

Mr. Moszs. I would not concede it could be done. 

Mr. Arerr. I see. I was going to get to the thought which I do 
have in mind, and I w ant to talk with you briefly about this matter 
of the private companies being permitted to go ahead and develop 
the power, because I am one of those who believes business and the 
profitmaking system of our country supports this country. So when 
I hear anyone speak with a certain amount of alarm about profit- 
making, I became alarmed, because it is my understanding that profit- 
making companies are supporting this great Nation of ours. 

Mr. Moses. I do not quarrel with that in the least. 

Mr. Atcrer. My concern brings me to this question, Do I under- 
stand that you want to develop “the power then from a beautification 
standpoint or because you believe in public power by the State? 

Mr. Mosrs. As I stated, I believe in it in the first place because I 
have taken an oath of office. I accepted the chairmanship of this eom- 
mission under considerable pressure, not because I wanted to, on top 
of many other responsibilities. Our duty is to assert and stick to the 
right of the State of New York to control what it owns. We cannot 
give it away. We have no right to give it away. And let me add 
that I do not believe any party, any candidate, no matter what his 
affiliation, can live in New York who would give that away. He would 
not be around very long. The public will not stand for it. It belongs 
to New York. 

Mr, Aucrr. Does that necessarily presume then that to follow your 
line of reasoning that public power is necessary and that it must he 
developed public ‘ly through the State ? 

Mr. Moses. I would not say that at all. I would say that it is up 
to the State legislature to decide, and we are talking merely about 2 
big developments on 2 international streams of an unusual character, 
and as to 1 of them the policy has been affirmed by the Congress, by 
the Federal Power Commission, and by everybody concerned. And 
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we are building. Now, I would not, on the other hand, for one moment 
minimize the reason why this subject is here, which is the preservation 
and enhancement of the falls and the gorge. That is what it says 
in the treaty. It would not be here. It would go straight to the 
Il‘ederal Power Commission. 

Mr. Arerr. I agree with you on the beautification. I am only con- 
cerned. because that necessarily leads to the axiom or proposition that 
we are talking about now—the presupposition that the State must 
develop the power. 

Mr. Moses. In this instance on the Niagara and St. Lawrence, I 
would say “Yes.” 

Mr. Acer. In other words, we set this apart in this instance from 
the other developments around the country because this is a special 
case, different from any of the others? 

Mr. Moses. No. I think the basic question of ownership is one 
that the Supreme Court has already passed upon and will pass upon 
again if it is necessary. That is an absolutely basic thing. If the 
resource belongs to the State, the State can decide what to do with it, 
subject to Federal control over navigation. 

Mr. Ateer. My thought is if what you say is true and New York 
cwns it, then it might necessarily hold in all the 47 other States. 

Mr. Moses. I would not say that that was so, and I do not know 
anything about it. I would concede that without any debate whatever. 
{ am a park man. and I believe in the parks. I suppose that must 
have been in Mr. Dewey’s mind when he asked me to be chairman. 

Mr. Atoer. One other question. 

Mr. Moses. Maybe I am a httle prejudiced in favor of the natural 
beauties of the State. 

Mr. Arcer. Probably we all are prejudiced in our thinking, and I 
certainly admire you for what you believe in. As I say, I believe in 
private industry so wholeheartedly that I am a little concerned about 
anything that is tax free, for one thing. I am just wondering why 
we could not follow the further thought of developing the power 

resources through private sources, and if you do not hold that is the 
case, why we do not then eliminate the private companies that are 
developing power even in New York—the five companies. 

Mr. Moses. I would not go to that point at all, I do not beheve, for 
in instant. 

Mr. Aterr. In other words, we can have both State power and 
private companies side by side in open competition 4 

Mr. Moses. That is right. 

Mr. Aucer. Without unfairness to either? 

Mr. Moses. That is what we are doing on the St. Lawrence. There 
is a lov ely correspondence starting between Earle Machold and myself 
on that subject, the beginning of a beautiful fr iendship. 

Mr. Avorr. I can see that. Thank you, Mr. Chairman. 

Mr. Briatrnrk. Any further questions on my left? 

Mr. Fauion. Mr. Moses, assuming that the New York Power Au- 
thority builds this power project, would they be subject to regulation 
by the commission which governs the rates of the private companies? 

Mr. Moses. I will say this to be fair about it and give you an honest 
answer. If the power we develop is pooled with private power, the 
question of how the rates would come out is a difficult thing to answer. 

Mr. Fatton. Do you have any plan for distribution at “this point ? 
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Mr. Mosrs. Oh, yes, we do on the St. Lawrence. We do not on the 
Niagara. 

Mr. Fation. You do not on the Niagara ? 

Mr. Mosgs. No. 

Mr. Fatton. On the Niagara do you plan to distribute power to the 
users or sell at the bus bar ¢ 

Mr. Mossgs. I would not put it that way. I would say we are going 
to distribute as much as we can, give as much as we can to new indus- 
tries, including one old industry, established industry, the Aleoa, at 
the source. There is not any question about a bus bar for transmission. 
Alcoa, for example, is right on the river. ‘They have been there 50 
years, as the biggest employer in the county. We are going to flood 
them out. We therefore make an agreement with them. It has been 
approved by the power authority, under which they get the same 
amount of power from us they have been previously getting from other 
sources, and that power is developed right there. It is used for the 
electrolytic process and used subsequently for manufacture, and prob- 
ably some of the stuff they make will go over the new canal—new water. 

Mr. Fatxon. Do I understand you to say, Mr. Moses, that the power 
that is produced by the New York Power Author ity will not be sub- 
ject to the rate fixing powers of your public service commission 

Mr. Moses. Under the law there is a specific provision in the law 
that it will not be, but I said that if it is pooled, if we reach an agree- 
ment as to surplus power over and above what has to go to those who 
have a preference, under our law and under any license we may get 
from the Federal Power Commission over above anything that goes 
to industries at the source—if that power is pooled with Niagara 
Mohawk or whatever it may be, the question of just how the rates 
come out at the end is something that I frankly cannot answer. It 
isa very complicated thing. I do not know the answer to it. 

Mr. Fatton. The thing that has me concerned is that if I own a 
plant like the Alcoa or similar plant that uses a lot of electricity, and 
aluminum plants do, if I am already buying power from Niagara 
Mohawk at 204, and I can buy it from you for half the cost, I would 
certainly do just that. 

Mr. Moses. That happens not to be the fact. 

Mr. Fauton. It is not the fact ? 

Mr. Mosss. No. 

Mr. Fation. That cannot happen? 

Mr. Mosgs. I did not say it could not happen. I say it is not the 
fact in the case of Niagara. In the case of Alcoa, naturally our rates 
are pretty high. 

Mr. Fauton. I will not talk about Alcoa. I said “similar plant.” 

Mr. Moses. Our power is not socheap. There are other reasons that 
bring people into that kind of a picture. I mentioned before the 
seaway. I am quit sure—I cannot commit the other members of the 
authority nor the Governor of the State—on some other company 
let us say for the sake of argument that Reynolds Co., which has 
made an application for power, we are not going to sell a lot of nower 
to that company just for the electrolytic process and employ very 
few men locally. But let us assume for the sake of argument that 
one reason why they are willing to pay a substantial rate for power 
and why they want to locate there is because they are going to use the 
seaway for tr nae 
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Mr. Fation. The seaway to me isa very painful issue. 

Mr. Mosss. Nevertheless, it is being built. 

Mr. Fatton. We have lost that due to one of your governors, and 
we would like to forget it. 

How far is your plant proposed to be built from the present instal- 
lation now of the Mohawk Power Co. ¢ 

Mr. Mosgs. Alcoa? 

Mr. Fatton. The proposed plant under this bill, how far is that 
from the Niagara Mohawk Power Co. ¢ 

Mr. Moses. Very close, of course. 

Mr. Fatton. You are going to distribute power at that point. Sup- 
pose I own an office building i in a town a mile from each plant and 
pay 204 for it. Will I have the opportunity to buy bawer from the 
New York Power Authority for one-half the cost, as I understand 
that you say that you can produce it for ? 

Mr. Mosss. I did not say we could produce it for half the cost. Who 
gave that figure ? 

Mr. Fation. Certainly if you do not have to pay for the use of 
the water and you do not have to pay Federal income tax, and you 
do not have to pay any State tax and any local tax, you are going to 
be able to produce it cheaper and you are going to distribute it cheaper 
to the consumer. If I am a consumer and customer of the Niagara 
Mohawk, am I going to look out for my stockholders and buy power 
for half the price or meres if I can possibly get it? Therefore, 1 
think the life of the Niagara Mohawk will be shortened considerably. 
Is that not correct ? 

Mr. Moses. There are a lot of assumptions there that you could 
debate for quite a while. 

Mr. Fation. Mr. Moses, all I know about it is what I hear here, 
and that is why I come to the conclusions I have. That is all. 

Mr. Bratntx. Mr. Cramer. 

Mr. Cramer. Is it my understanding, Mr. Moses, that your position 
is that you expect to sell power to consumers ¢ heaper than is presently 
done by private industry in this area 

Mr. Moses. In some cases, yes. 

Mr. Cramer. Now, at the present time could you give us an apts 
mate of what percentage of your power to be bought by industry 
compared to private individuals ? 

Mr. Moses. Do you meean on the St. Lawrence or Niagara ? 

Mr. Cramer. I mean in your present total authorized system. 

Mr. Moses. I do not follow you. Are you talking about anticipat- 
ing in regard to Niagara or St. Lawrence? 

Mr. Cramer. Your present system that has been authorized to be 
constructed and producing power. 

Mr. Mosrs. We have no system at, the present time. We are develop- 
ing power on the St. Lawrence. We have no license to develop it on 
the Niagara. As to what proportion of the St. Lawrence power will 
remain in the St. Lawrence—is that what you mean ? 

Mr. Cramer. I am not interested in that. I want to know how much 
of that power is anticipated to be sold to industry or these other com- 
panies as compared with private individuals? 

Mr. Moses. I can only answer that as to the St. Lawrence. 

Mr. Cramer. That is the answer I would like to have. 
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Mr. Moses. In the St. Lawrence we have a tentative policy—I say 
tentative because it will depend on how many preferential people will 
come in, such as the REA and municipal plants—of 400,000 kilowatts 
out of 750,000. 5 : . 

Mr. Cramer. Which means those industries using over 50 percent 
of your output will make more profits or additional profit resulting 
from public as compared to private power ¢ ia ; 

Mr. Moses. I do not know what you mean by additional profit. 

Mr. Cramer. I asked if you expect to sell power cheaper in the area, 
and you said you did. That means that person who is going to get that 
for his business is going to make a bigger profit. Is that not right? 

Mr. Moses. No doubt that will be their motive, but it is not up to us 
to go into their motives. What we are interested in is creating employ- 
ment in that area. 

Mr. Cramer. Let we ask you this further question. What percentage 
of your contemplated project do you expect to be used by private in- 
dustry as compared to individuals ¢ 

Mr. Moses. On the Niagara ? 

Mr. Cramer. Right. 

Mr. Moses. I cannot answer that. I do not know yet. We do not 
know what the applications will be. We have to entertain them all. 
Every single contract has to be advertised and has to be the subject 
of a public hearing, and thereafter the Governor has to go into it te 
decide what he will approve. 

Mr. Cramer. Would it be fair to say a substantial amount will be 
used by private industry / 

Mr. Moses. Yes, I think that is fair. 

Mr. Cramer. Because of the nature of it ¢ 

Mr. Moses. I think that is a fair statement. 

Mr. Cramer. As | gathered from the statement made previously, 
this New York Power Authority is a profitmaking institution, is it not ? 

Mr. Moses. The power authority? No, it is not allowed to make any 
profit whatever. 

Mr. Cramer. That is specifically provided in your act? 

Mr. Moses. Yes. It is a public agency, not a profitmaking agency. 
There is no profit. 

Mr. Cramer. Public agencies have authority to make profits for 
other purposes, as I understand it. 

Mr. Moses. I do not know of any public authority. 

Mr. Cramer. As I understand it, you are, asa matter of fact. author- 
ized to use a portion of your profit for park purposes; is that not 
correct ? 

Mr. Moses. That is not so. That is not the way it is placed at all. 
That is considered to be part of the development. I do not know of 
any public authority—I have been at the head of four—that is a profit- 
making agency or could be one. Incidentally, it could not be one in 
New York under the terms of our constitution. 

Mr. Fation. Will the gentleman yield ? 

Mr. Cramer. Yes, sir. 

Mr. Fation. Does the New York Port Authority make a profit ? 
It isa profitmaking organization ? 

Mr. Mosss. No. 

Mr. Fatton. You mean to say you cannot go out and build other 
installations, other than what it was intended for ? 
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Mr. Moses. That is all. That is under laws of the State. ‘They 
could not do anything that is not reflected in the act, and everything 
they do has to be done that way. This arterial business that we talked 
about the other day—all those have to be written right in the law. 
They have to be writen in the law of the port authority in New Jersey 
and New York, and the Triborough Bridge and Tunnel Act in New 
York City. 

Mr. Fation. Did not the port authority build a large market up 
there in New York— a large garage and market? Do you not have 
a lot of stores on the second floor of a garage in New York in the Ter- 
minal Building? 

Mr. Moses. I do not know what you mean. 

Mr. Fation. The Terminal Building. Is that not owned by the 
port authority ? 

Mr. Mosss. There are several terminal buildings. Three are owned 
by the port authority. We own one in the Triborough. They are 
not profitmaking enterprises. 

Mr. Fatton. You make some profit on them, do you not? They 
are nontaxed buildings and garages. 

Mr. Moses. That gets into the question of the basic philosophy of 
the State and city, and as far as the garage is concerned at the Battery, 
if that is one of the things you are thinking of, that is under the Tri- 
borough Bridge and Tunnel Authority. We get just enough money 
out of the agreement so we can pay the amortization, pay the interest 
and upkeep, and not a nickel more. 

Mr. Fation. Isthat the large new terminal? 

Mr. Moses. That is the one at the Battery. 

Mr. Buarnix. Has the gentleman finished ? 

Mr. Cramer. No, I have not. If I might proceed for just a mo- 
ment, what power does the power authority have to do things other 
than to produce and sell power, period ? 

Mr. Mosess. The power authority? None. 

Mr. Cramer. In your brochure here you bring out the fact that 
under the bill before us your primary concern is parks, and that it 
would mean that there would be some $14 million paid by your power 
authority for construction puproses. 

Mr. Mosss. I did not say our primary concern was parks. I said 
right along that my primary concern is power and parks, and parks 
we consider to be part of the proper power development. For ex- 
ample, if you want an illustration of how it works, the fill that would 
be taken out of any power canal at Niagara would go into the road 
which would be built as part of the parkway. The two things dove- 
tail and belong together. We do not say they are separate or that 
there is any profit goes into them. We take the same view of it that 
the Canadians have successfully taken for 75 years. 

Mr. Cramer. I do not quarrel with that. The only thing I am try- 
ing to find out is what authority you have under your Power Author- 
ity Act in addition to the making and distribution of power. Now, 
apparently you have authority, as you have stated in your brochure 
here, to spend $14 million for park purposes in the area. 

Mr. Moses. You have seen arbitrarily to read something into that 
bill or into our program that is not there at all. 

Mr. Cramer. I am reading on page 4, paragraph 2, of your bro- 


chure, which says $14 million would be expended for parks. 
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Mr. Moses. We consider that the preservation, improvement, and 
conservation of the riverfront.is part of the problem, and that power 
and the rest of it are absolutely indistinguishable, just as in Canada. 
If you will allow me to finish, the Canadians had to flood a number of 
villages. They flooded the people out. There happen to be more peo- 
ple moved in Canada as part of the St. Lawrence development than 
in New York. The moving of these people and the moving of their 
houses 

Mr. Cramer. I grant you that. That has nothing to do with parks. 

Mr. Moses. Oh, yes. Just a moment. If you will let me finish, 
everything that goes with that—the development of the waterfront, 
provision of playgrounds and parks—is all included in our program, 
every bit of it. It is all part of a great big coordinated program of 
neighborhood improvement. That is what we are supposed to take 
care of. That is our job. 

Mr. Cramer. I am all in favor of that, but it seems to me—and I 
have had a little experience in the State legislature in interpreting 
these different power acts and what you have in the State. A similar 
commission in the State of Florida could not spend money for this pur- 
pose, if it had a similar power commission, unless the act specifically 
said you can spend money for park purposes, Does your act state that ? 

Mr. Moses. I will bring you back to the thing I have been trying to 
emphasize right along, which is the reason why this thing is here—the 
enhancement 

Mr. Cramer. I realize that. 

Mr. Moses. Beautification, and conservation of the falls and the 
territory adjacent thereto. That is why this thing is here. Our act 
says, “the creation and development of hydroelectric power in the in- 
terest of the State, and to preserve and enhance the scenic beauty of 
Niagara Falls,” and so forth. The treaty mentions it also. The 
treaty emphasizes it over and over again. 

Mr, Cramer. I realize that, but that is not my question. How about 
your State statute? In order to get an answer to this question, could 
I request, Mr. Chairman, that Mr. Moses be requested to submit a 
copy of the New York State statute which empowers this Commission ¢ 

Mr. Mosres. We will submit the act. 

Mr. Cramer. That is all I want. 

Mr. Moses. You have that in front of you now. Let me add that 
the Federal Power Commission could put.in any terms and conditions 
it pleases. We would have to accept them. If we cannot persuade 
them that this is a logical part of the program, we will not get a license 
that permits it. We are perfectly willing to take our chances there. 

Mr. Cramer. I think you and I have a different definition as to 
what I mean by profit. 

Mr. Moses. It might be. 

Mr. Bucxtry. Will Mr. Cramer yield for a question ? 

Mr. Cramer. I will be glad to, but I do not think I am ever going 
to get an answer. 

Mr. Bucxtry. Is it not enitrely up to the Federal Power Commis- 
sion to decide whether they are going to give the license to the State 
or whether they are going to give it to private enterprise power com- 
panies? That is entirely up to the Federal Power Commission. If 
we passed my bill, it would leave the Federal Power Commission to 
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decide whether the State of New York is going to operate it or whether 
the power company is going to operate it. 

Mr. Donverro. If this matter is left to the Federal Power Commis- 
sion, I want to say to my good chairman that that Commission is 
bound by law to give this license to some public body. Private enter- 
prise will not have a chance to get any license. 

Mr. Buckury. We are backing up the Federal Power Commission. 

Mr. Donpero. They would be forced under law to grant the power 
to the State of New York or the Federal Government. 

Mr. Macurowicz. That is not exactly correct. Section 7 gives the 
State preference, everything else equal. It does give it the right to 
grant a project to the utility if it so desires. 

Mr. Donpoero. I do not understand that to be the law. 

Mr. Moses. That is the law, Mr. Chairman. The State merely 
has a preference. The Federal Power Commission is not compelled 
to give this to a public agency. That is not what the law says at all. 

Mr. Donprro. It does say, however, that preference goes to the 
public. 

Mr. Moses. That is right. That does not mean everybody else is 
frozen out. That means if we cannot demonstrate that we can do it, 
they can give it to somebody else. 

Mr. Buarnrx. The applicants will be entitled under your bill to 
have a full day in court and full hearings to present their case before 
the Federal Power Commission. Any further questions by the gentle- 
man from Florida ¢ 

Mr. Cramer. Yes. I would still like to know, Mr. Moses, as to 
whether or not we understand each other on this question of profit. 
How much reserve does your authority have plans for at this time? 

Mr. Mosrs. How much what? 

Mr. Cramer. Cash reserves. 

Mr. Moses. Cash reserve? Mr. Spargo can answer that. 

Mr. Cramer. Approximately. 

Mr. Becker. Before that, could I clarify something? I don’t know 
whether Mr. Cramer knows or not, but the New York State Power 
Authority has not started to operate as yet. Is that not correct ? 

Mr. Mosgs. That is right. 

Mr. Becker. In other words, its first license was granted by the 
Federal Power Commission for the development of the St. Lawrence 
seaway. 

Mr. Mosgs. That is quite right. 

Mr. Becker. The bonds were sold. They are in the process of build- 
ing their first project to develop power. ‘That is correct; is it not? 

Mr. Mosgs. That is correct. 

Mr. Becker. I just wanted to get that straight, Mr. Chairman, in 
line with this question. 

Mr. Sparco. My name is George Spargo. I am financial adviser to 
the power authority. The bond resolution, or the resolution under 
which the bonds were sold, requires, I believe, 1-year to 2-year debt 
service to be held in the reserve fund, but that cannot be applied to 
anything except the retirement of debt. 

Mr. Cramer. Is your reserve fund limited to that amount? 

Mr. Sparco. The reserve fund is limited by resolution of the au- 
thority to that amount. 


ee ee te tt bd 


_ 
= 
a bo OD 


NIAGARA POWER DEVELOPMENT 161 


Mr. Cramer. In other words, it is up to the authority to set its 
reserve ? 

Mr. Sparco. The authority has set that amount, and a copy of that 
resolution can be sent to you. 

Mr. Cramer. They can change it any time they want to? 

Mr. Sparco. They cannot without agreement, I believe, of 66% 
percent of the bondholders. It is quite a task. 

Mr. Bucktry. May I ask Mr. Spargo a question? Have you started 
to sell these bonds yet ? 

Mr. Sparco. The bonds were sold to the public in December of 
i954—$335 million of bonds. 

Mr. Bucktey. Do you have that money on hand right now? 

Mr. Sparco. That money is partly on hand. Part of it has already 
been spent for construction of the St. Lawrence project. 

Mr. Cramer. Are these bonds tax free ? 

Mr. Sparco. The income from the bonds is tax exempt. 

Mr. Cramer. That is what I meant. How do you contemplate your 
vates will compare with the rates of private industry’ Is the figure 
of one-half cheaper a correct figure ¢ 

Mr. Sparco. That is rather “asking me to look into a crystal ball. 
i: depends upon the bond market. I would say that with the experi- 
ence that the power authority would have by the time it gets Niagara, 
if you approve this bill and permit the Federal Power Commission to 
act in accordance with law and grant permission to the authority to 
do it—I would say with their credit they would have established by 
that time that there would probably be between a quarter and a half 
percent difference. That is quite a distance away, and that is looking 
into a crystal ball. 

Mr. Buarnix. Any further questions on my right? Mr. Gentry. 

Mr. Gentry. Mr. Moses, I am fair game for you, because I have one 
vote on this committee, and I hope you will not be impatient with me, 
because you know the answers to these questions and I am just grasp- 
ing for a little light on it. You are already operating on the St. 
Lawrence; is that correct ? 

Mr. Moses. We are building. 

Mr. Gentry. You are not selling electrical energy yet ? 

Mr. Mosrs. The original schedule called for 7 years, and we re- 
duced it to 5 and the first power will be available in 4. 

Mr. Genrry. I see. In Buffalo, is the electrical energy there fur- 
nished by a private company or is a governmental agency furnishing 
the electric power ? 

Mr. Moses. The municipal system ? 

Mr. Gentry. Yes. Is it municipal? 

Mr. Moses. No, it is not municipal. 

Mr. Gentry. How about Syracuse / 

Mr. Moses. Not municipal. There are very few municipal systems. 
We can tell you that. 

Mr. Gentry. What about New York City ? 

Mr. Moses. Of course, there is no municipal system, excepting the 
power that the city develops for the subway system in the operation 
of its trains, and that is only part of its power. The rest it buys from 
the Consolidated Edison Co. 
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Mr. Genrry. It is agreed, I believe, Mr. Moses, that of course in 
this public operation there will be no payment of taxes to either the 
Federal Government in income taxes or 

Mr. Moses. No direct payment. 

Mr. Gentry. Yes. No ad valorem taxes to the State, and none 
to the county and none to any road district or water improvement 
istrict or school district ? 

Mr. Moses. That is correct. 

Mr. Gentry. The result of that is, of course, that since you cannot 
make a profit, when you sell electric energy to anybody you sell it only 
at partial cost that would apply if it was furnished by private industry, 
which does have to pay initially 52 percent of all profits to the Federal 
Government and has to pay very big taxes to all other agencies of 
government. Am I correct in that? 

Mr. Mosrs. Yes. 

Mr. Gentry. Now, Mr. Moses, I want to ask you about a principle 
of government or philosophy of government. That means that in an 
area where you are going to sell electrical energy that the people who 
use it from your authority, which is a public author ity, are not going 
to contribute what 94 percent of the people of this country of ours 
are contributing to the operation of the Federal Government and to 
the operation of all State governments and smaller agencies of 
government ? 

Mr. Moses. I would not agree to that statement at all. 

Mr. Gentry. All right. Since you make no profit, explain to me 
why that would not be correct. 

Mr. Mosss. In the first place, it would depend upon where the power 
went. If it goes to new industries which create employment, that is 
one kind of an answer. 

Mr. Gentry. Is that the only answer that you can give to my ques- 
tion? Isthat what you referred to as “indirect” ¢ 

Mr. Moses. Oh, no. I had something entirely different. 

Mr. Gentry. What are your other indirect payments you say that 
go to the Federal Government and to other agencies? 

Mr. Moses. Let me point this out. In the case of public housing, 
there is a general belief that no taxes are paid. 

Mr. Gentry. I know something about public housing. I don’t 
know anything about this, but I do know something about “that. 

Mr. Mosrs. Let me, if you will, make my point. 

Mr. Gentry. I would like to hear your exposition of that. 

Mr. Mosss. Nevertheless, at the expiration of a certain number of 
years, New York City may decide that public housing should pay 
some taxes. Now, it may be that in the future, depending on how much 
these developments actually cost and how much we can save by prudent 
engineering, which has not been mentioned here at all—maybe as a 

result of general economic conditions that the legislature of the State 
would decide that there were some taxes to be paid. That, of course, 
would mean that that much of the reduction in cost to the consumer 
would be lost. One of the purposes back of this legislation—if I know 
what the purposes are—was to bring the power to the consumer at the 
lowest possible rate. 

Mr. Gentry. That is exactly the point I am making. That elimi- 
nates all the taxes which 94 percent of the people pay, which puts it 
in direct opposition to the theory of private enterprise in our country. 
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Mr. Moses. I do not agree with that at all. You are trying to get 
at my philosophy. 

Mr. Gentry. That is exactly what I want to know. 

Mr. Mosss. I will tell you what it is if you want to know. I do not 
know that it is of any interest to anybody. I happen to be a Republi- 
can. 

Mr. Gentry. I know that. 

Mr. Moss. I am a middle-of-the-road fellow, and I believe that the 
unit of government ought to do these things that need to be done which 
is best fitted under the circumstances to do them. I do not start out by 
saying this is precisely the field that is preempted for private enter- 
prise, that is precisely the field of government, that this is municipal, 
this is State, and this is Federal. I want the agency that is best fitted 
to do it under the circumstances. 

Mr. Gentry. That is very good, and I understand your position on 
it. Now let me ask you this question. Do you believe that so far as 
efficiency is concerned that private enterprise can do a job as good as 
a governmental agency ? 

Mr. Moszgs. I think that depends. 

Mr. Gentry. Better or worse? 

Mr. Mosss. I would say that there is no very simple answer to that. 
It depends on the people who are running the show. It depends on 
how itisrun. Now, let us assume we are at the beginning, with design, 
and that the same kind of people design for us who design for Ed 
Machold and Earle Machold. They try to get the best people on that 
design. So do we. We do not build up a great big civil-service force. 
We employ outside people. Now, whether they would employ Newhall 
& Rich, they can tell you. Their partners are here. They work for the 
Government. They work for private enterprise—one of our top con- 
sultants. 

Mr. Gentry. That brings up this point. ' 

Mr. Mosrs. Let me finish. That would apply, of course, also to 
bids by contractors. We do not build these things. We take bids. 
We hire contractors. We get the best contractors we can get. Nor- 
mally, we take the low bidder. I would say there is a great deal less 
favoritism in picking the contractors where Government is concerned 
that in private enterprise. Now, I want to add something further. 
I am old enough to date back to the old days of the ( ‘onsolidated Gas 
Co., New Brooklyn Edison, New York Edison, the cost-plus contracts, 
and all the scandals that went with that. It is not a good record. I 
would be glad to send you a lot of the history of that to show you that 
these private companies have not been so pure. They are not so 
efficient. 

Mr. Gentry. All right, I get your point. Now let me ask you this. 
Do you believe that the Government in W ashington or any agency of 
the Government in this country can get the same operative efficiency 
out of employees as a private corporation for profit ¢ 

Mr. Moses. It depends entirely on the man in charge. 

Mr. Gentry. Have you spent much time around W ashington, Mr. 
Moses ? 

Mr. Mosss. No, not much. 

Mr. Gentry. Have you spent much time around large Government 
agencies throughout the country ? 

Mr. Mosss. Yes, I have. 
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Mr. Gentry. With that experience and with that observation, do 
you say that Government can get the same character of service—— 

Mr. Moses. I did not say that. 

Mr. Gentry. Out of employees that private enterprise can get 

Mr. Moses. I did not say that at all. I said it depends on the 
people in charge. I did not make any general statement, and I do 
not propose to make one of that kind. If I were to say that I believe 
that in every case affected with any kind of remote public purpose it 
is better to have the Government do it, I would join the Socialist 
Party, and I do not propose to do that. 

Mr. Bucktey. Mr. Chairman, will the gentleman yield ? 

Mr. Gentry. Certainly I yield. 

Mr. Bucxtey. The Federal Power Commission must have thought 
Mr. Moses was qualified when they gave him the license to build the 
nydroelectric plant on the St. Lawrence River, a $300 million project. 
and Congress itself enacted the law to give the Federal Power Com- 
mission the right to make a preference between the State and private 
industry. Congress itself would have to repeal that law. 

Mr. Arger. Will the gentleman yield ? 

Mr. Gentry. Yes. 

Mr. Acer. I would like to interject just one thought along the lines 
of the questioning that I have been listening to very carefully, as I 
have all day, it looks to me like we are overlooking 2 things or 2 
words—initiative and incentive—which are the backbone of the profit- 
making, free enterprise system. And is not the same drive behind, 
shall we say, the public power, whether it be State or Federal? Does 
that make any sense to you ¢ 

Mr. Mosrs. No, and I will tell you why. In the first place, I think 
we are getting pretty far away from the very limited subject under 
discussion. We are talking about power on two boundary streams, 
where the State owns the beds of the streams. We are not, as I under- 
stand it, discussing the philosophy of all the people who appear here, 
whose political and economic philosophies may differ a good deal. — 

Mr. Atcer. You do not have to answer the question. 

Mr. Moses. But I will answer. I want to answer it anyway. One 
of the devices, and perhaps the only one, that represents an invention 
of business and political science in recent years in this field has been 
the public authority, which is supposed to have all the benefits of 
private and public enterprise. It is free from the ordinary restric- 
tions of a Government agency, but it is public in its purpose. The 
members are appointed by governors and other public officials, mayors 
and other public officials. The bonds have to be sold to prudent inves- 
tors, since they pay the piper and are going to call a large part of 
the tunes. The thing is bound to be conservative. Otherwise you could 
not sell the bonds. Nobody would buy them. I think the best of the 
authorities—most of them I would sav that I know anything about— 
have behaved in that way, and most of them are run by business people. 

I might point out to you that two of my associates on the Triborough 
Bridge and Tunnel Authority—one is one of the biggest stockholders 
in the Consolidated Edison Co. and another is a very substantial stock- 
holder and trustee. They do not disagree about this power business. 
They say that it is an unusual case, sui generis or whatever you want to 
call it, and that because of the State’s ownership in the stream and 
preservation of the escarpment this is a natural for a public authority. 
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Mr. Gentry. Let me ask you just two questions and I will be 
through. 

Mr. Moses. One more thing I would like to add. I would put 
bridges under the same category. We do not build any more private 
toll bridges anywhere. 

Mr. Gentry. Now, Mr. Moses, one of the main concerns, or at least 
one of the great considerations for this public authority is to give 
cheap power. Is that not correct ? 

Mr. Mosrs. Is to what ? 

Mr. Gentry. Give cheap electric power. 

Mr. Mosss. Yes, that is right. 

Mr. Gentry. And the only reason you can do that, since you do 
not claim that you can be very much more efficient than private enter- 
prise, is because you do not pay taxes. That is unquestionably true, 
and there could be no denial of that statement ? 

Mr. Moses. I would say partly because we do not pay taxes and 
partly because there are no profits to be distributed to stockholders. 

Mr. Gentry. I understand. Private enterprise would have to pay 
use tax and—— 

Mr. Moses. You cannot leave out the stockholders and the amount 
of money that is given to them—the profit end of this thing. It is a 
very important factor in it. I do not say that private business should 
not make profits. I hope they do. 

Mr. Gentry. Wait a minute. Just answer my question once, please. 
Is it true that you can sell it cheaper for one outstanding reason, and 
that is because you pay no taxes to any agencies of government ? 

Mr. Moses. That is an outstanding reason, certainly. 

Mr. Gentry. That is an outstanding reason ? 

Mr. Moses. Not the only reason. 

Mr. Gentry. I want to ask you this question: The people in the 
immediate area of your development do not pay taxes by reason of 
the utility to any government agency ? 

Mr. Moses. No. 

Mr. Gentry. If they get it from you, they do not pay any taxes on 
it. but the people of Buffalo and Syracuse and New York City and 
all the other great cities of New York have to pay. Do you think 
that is fair? 

Mr. Mosss. I think that is a very great oversimplification, and I 
do not agree to it. Take the Alcoa, which gets a third of all our power 
on the St. Lawrence. That doesn’t prove your point. 

Mr. Gentry. It does not prove it? 

Mr. Moses. No. Alcoa pays taxes. 

Mr. Gentry. Aren’t a lot of individuals going to get your power? 

Mr. Mosss. In that particular case? They are going to get jobs. 

Mr. Gentry. Business enterprises and all? 

Mr. Mostrs. In this case they are going to get jobs rather than power. 

Mr. Gentry. They are going to get power, too; are they not? 

Mr. Moses. No. 

Mr. Gentry. They are not going to get power ? 

Mr. Moses. Not thr ough the Alcoa contract. 

Mr. Genrry. I am asking you this: Are not people going to get 
your power on these projects when you go into operation ? 

Mr. Moses. There are people who are going to get cheaper power. 
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Mr. Gentry. They are going to get cheaper power, and going to 
get it because you do not have to pay taxes? 

Mr. Moszs. In part for that reason. 

Mr. Gentry. All right. I am asking you now: Is that fair to the 
people of Schenectady, Buffalo, Syracuse, and New York City, who 
have to pay big taxes in their utility bills, as do 94 percent of the 
people in the country? Is it actually fair to those people of New 
York City ? 

Mr. Mosss. I think it is eminently fair to them, and I do not think 
as far as the average fellow is concerned in a State of 8 million in- 
habitants there is a great deal of difference there. 

Mr. Gentry. You have answered my question. Thank you, Mr. 
Moses. 

Mr. Moses. I would like to add also there is a power that has to 
go over State lines, as to things required under a license from the 
Federal Power Commission. You have got to entertain also the people 
of the State of Vermont, as an illustration. They are not even in 
New York State, and yet we have to listen to them, and are going to. 

Mr. Buatnik. Thank you very much, Mr. Moses. 

The chair would like to announce that we have prolonged unex- 
pectedly, due to important and extensive questioning, the hearings 
for today. We have two more witnesses, Mr. MacGregor and Mr. 
Weaver. We also have Mr. Miller, who has been patiently waiting 
with the committee for these past 3 hours. The session has been rather 
long and a tedious one. The chair suggests for the consideration of 
the committee that we recess for lunch and return at 2: 30. 

(Whereupon, at 1:45 p. m., a recess was taken until 2: 30 p. m.) 


AFTERNOON SESSION 


Mr. Biarnix. The committee will come to order. 
We will begin with Mr. Robert MacGregor, who is scheduled to be 
our first witness. Mr. MacGregor is vice president of the New York 
State Association of Electrical Workers of the American Federation 
of Labor. 


STATEMENT OF ROBERT W. MacGREGOR, VICE PRESIDENT, NEW 
YORK STATE ASSOCIATION OF ELECTRICAL WORKERS OF THE 
AFL 


Mr. MacGrecor. My name is Robert W. MacGregor. My address is 
476 South Broadway, Hicksville, Long Island, N. Y. 

I am vice president of the New York State Association of Electrical 
Workers, an affiliate of the American Federation of Labor. 

I appear before and make this statement to this honorable subcom- 
mittee as the official representative of that association which com- 
prises 100,000 members of the International Brotherhood of Electrical 
Workers, of the AFL. 

I am appearing here in opposition to H. R. 5706, generally known 
as the Buckley bill. 

It is the opinion of my association, and this opinion is sustained by 
every competent authority, that under H. R. 5706 the Federal Power 
Commission would be under a practical mandate to grant the license 
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for the development of electric power at the Niagara River to the 
Power Authority of the State of New York. _ 2 : +] 

While as the representative of the New York State of Electrica 
Workers, AFL, I am specifically opposing the Buckley bill, I would 
like respectfully to state with emphasis to this hono rable subcommittee 
that the association vigorously opposes not only H. R. 5706, but any 
and all bills which would grant the Niagara license to any Federal, 
State, or other governmental power authorities or agencies whether 
or not such license contains the so-called preference clause. 

This is not the first time I have appeared before committees of the 
Congress on this matter. I exercised that privilege at hearings of vari- 
ous committees on the development of electric power both on the St. 
Lawrence and the Niagara Rivers in previous sessions. _ 

In detail, I then presented the reasons why the New York Associa- 
tion of Electrical Workers, AFL, its parent body, the International 
Brotherhood of Electrical Workers, AFL, and dozens of other union 
bodies opposed Federal or State development. 3.09) 

Time will not permit me the full particulars of those objections. 

They are a matter of record in the pertinent reports of the Congress. 

Let me point to the State of New York. 

On the statute books is a law called the Condon-Wadlin act. No 
matter how bad conditions may get ; no matter how arbitrary the labor 
policy or actions of any bureaucrat in any body or agency of the State 
may be, no employee may resort to the last remedy of the free work- 
ingmen—the strike. 

When at the hearings held in previous sessions of the Congress I 
detailed the antilabor bias of governmental agencies of all kinds, some 
of the honorable members of the committee were shocked, some in- 
credulous. The consensus of any members, sincere in their belief that 
electric power should be publicly developed and owned, was that while 
such conditions might have prevailed in the past they could not occur 
again. 

If I must mention my own skepticism at the time, I do so because 
they were wrong and I was right. 

It has happened again and at the hands of that same Power 
Authority of the State of New York, to whom H. R. 5706 and related 
bills would grant the license to develop power on the Niagara River. 

Both friend and foe of public power at the hearings on the first 
contracts for St. Lawrence power negotiated by the power authority 
of the State of New York unanimously agreed that the main one of 
these contracts, that with the Aluminum Company of America, con- 
tained what on its face is a strikebreaking clause. é 

Senator Herbert H. Lehman, of New York, a stanch public power 
advocate, in published reports agrees. 

Under this contract, while Alcoa is obligated to pay for 174,000 
kilowatts of firm power, “irrespective of whether or not all 174,000 
kilowatts can be utilized by Alcoa * * *,” the company has an out ir 
case of “strike, lockout, or other labor dispute involving Alcoa.” (For 
full text of pertinent parts of Alcoa contract please see appendix A.) 

In that case Alcoat is obligated to pay only 50 percent of the 
charges for such power during the existence of a strike, lockout, or 
other labor dispute. 

The plain English of the provision certainly seems to say that 
Alcoa is relieved of 50 percent of its contractual firm payments to the 
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power authority during the existence of a labor dispute. Both friends 
and foe of public power think that helps strikebreaking. 

I will go further. It is perfectly fair to interpret “uncontrollable 
force” and “emergency” and “extraordinary condition” as being in 
practice synonymous. 

In our analysis of two other of the contracts for St. Lawrence power 
negotiated by the Power Authority of the State of New York, those 
with the city of Plattsburg, N. Y., and with the United States Air 
Force base in the same city, we found in both a most extraordinary 
proviso. 

It is section M of the general power provisions. That section reads: 

If, in the maintenance of their respective power systems and/or electrical 
equipment and the utilization thereof for the purposes of this contract, it be- 
comes necessary by reason of any emergency or extraordinary condition for 
either party to request the other to furnish personnel, materials, tools, and 
equipment for the accomplishment thereof, the party so requested shall coop- 
erate with the other and render such assistance as the party so requested may 
determine to be available. 

Since the clause is also in the Alcoa contract, we assume it will be 
a standard clause in all authority contracts. 

Under it it seems obvious to us that one party would be required 
to supply the other with personnel to replace its own employees who 
are absent from work because of the extraordinary condition of a 
strike. 

That is another strikebreaking clause. 

Any other interpretation seems impossible because of a further 
revealing fact. 

That clause is specifically made inapplicable in the contract for 
St. Lawrence power between the Power Authority of the State of 
New York and the Public Service Commission of the State of 
Vermont. 

Why not? I do not think that we are overly suspicious when we 
believe the reason is that the Byrnes Act makes it a Federal crime 
to transport strikebreakers across a State line and for such strike- 
breakers to cross one. 

If there were any real advantage—and I stress “real” —to the public 
as a whole in H. R. 5706 and similar bills, I am sure the electrical 
workers would subordinate their interests to the good of the whole. 

My organization has studied and analyzed public power projects for 
many years. The one and only argument of their proponents we can 
find is cheaper rates to the direct consumer of their power. 

Flood control. navigation, and irrigation, are also strenuously put 
forth. We can ignore anything but rates in this case. 

The only argument here is cheaper rates. None of the other factors 
is present at Niagara. 

The Power Authority of the State of New York through Mr. Robert 
Moses testified in favor of the development of the Niagara River by 
the State of New York before the Senate Public Works Committee in 
the last session of the Congress. It presented an impressive amount of 
savings which would accrue if the authority handled that development 
instead of private companies. 

We did not have to analyze that statement to find out where the 
savings came from. The testimony itself showed the sources. 
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They all arose from lower interest on completely tax-exempt bonds 
from State and Federal tax exemption on earnings and no specific 
obligation to pay local property taxes. 

We said so at the time and in that connection I would like to call 
the attention of the members of this subcommittee to an advertisement 
which appeared some months ago on the financial pages of leading 
papers. 

It was inserted by Halsey, Stuart & Co., one of the largest and 
wealthiest Wall Street investment banking houses. 

I would be glad to furnish each member of this subcommittee with a 
copy. 

[I quote from it in part: 

Heading: “3.10 percent Tax Free Yield from New York State 
Power Authority Bonds.” 

Extracts: “A tax-exempt return equal to a taxable yield of 7.56 
pereent for the individual investor in the $25,000 Federal income-tax 
bracket.” 

We admit that this advertisement backs up the Authority’s claim 
that it can save money through its tax exemption. 

Not only does the power authority save money, but lots of other 
people can save money too. 

Who are these people? Halsey, Stuart & Company are kind enough 
to give us the answer. 

They are people in the $25,000 and higher Federal and State income 
brackets. 

If they make more than $25,000, they can save even more. Thesmall- 
fry just don’t rate. 

All they do is pay the taxes that the 25,000-and-over people get out 
of paying when they buy these bonds. 

You see, gentlemen, the laboring people I represent don’t make 
$25,000 a vear, or even one-fifth of it. 

If we can save a dollar, we get 214 percent in a savings bank and on 
that we pay taxes. We don’t ‘feel that helping the rich to avoid taxes 
represents an overriding public interest that would keep us from ex- 
pressing our vigorous opposition as decent American taxpaying 
workers. 

So we feel we are fully justified in pressing our rights and interests 
as workers. 

Those rights and interests are best preserved when we work for the 
privately owned utility companies; worst when we work for govern- 
mental agencies. 

Twenty years and more ago the International Brotherhood of Elee- 
trical Workers, A. F. L., were one of the first and most vigorous of 
public-power proponents. 

Bitter experience with public-power projects changed our minds. 
So much so that our late and honored president, Mr. Dan Trac y, some 
5 years ago stated that while he had at one time favored public -power 
projects as a yardstick, now they in turn needed a yardstick. 

On that basis he opposed their extension and the IBEW in enven- 
tion unanimously agreed with him. 

Ast taxpayers we oppose the use of our own money to promote scab- 
bing and strikebreaking against us as union workers. 

As the representative of the New York State Association of Elee 
trical Workers, A. F. L., I respectfully request your support of the 
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Miller and Dondero bills (H. R. 142 and 420), which will give to 
— companies under the ample safeguards of those bills, the 
icense to develop the electric potential of the Niagara River. 
(Appendix A is as follows:) 
APPENDIX A 

1. Article IIT, section 2(a): 

“Authority shall make available and Alcoa shall pay for 174,000 kilowatts of 
firm power (sometimes referred to as the “contract rate of delivery” or the “con- 
tract demand”) irrespective of whether or not all 174,000 kilowatts can be uti- 
lized by Alcoa in blocks adaptable to Alcoa’s then production schedule.” 

2. Article VII, section 2: 

“In the event that Alcoa is unable to accept delivery of all or part of.firm 
power and energy and/or interruptible power and energy in accordance with 
its obligations hereunder, due to uncontrollable forces as defined in paragraph 
(D) of the “General Power Contract Provisions” hereof, Alcoa shall be to that 
extent relieved of its obligation to purchase and accept delivery of such power 
and energy, and Authority shall be relieved of its obligation to make such power 
and energy available to Alcoa; provided, however, that if the uncontrollable 
force shall be a strike, lockout or other labor dispute involving Alcoa, then Alcoa 
shall be obligated to pay Authority, during the time when the uncontrollable 
forces are operating, 50 percent of the charges for firm power and energy which 
Alcoa would be obligated to pay if it were able to accept delivery of the firm 
power and energy herein provided for.” 


Mr. Buatnirx. Thank you, Mr. MacGregor. 

Are there any questions on my right? 

Mr. Macurowicz. You do not contend, do you, that the position you 
take represents the position taken by the American Federation of 
Labor nationally ? 

Mr. MacGrecor. The American Federation of Labor nationally at 
recent executive council meetings— and I would have to furnish you 
with the exact dates—has also opposed certain public power projects. 
Perhaps I should make myself clear on that. We do not oppose those 
projects 

Mr. Macurowicz. What I want to know is, is this position you take 
the position of the national American Federation of Labor, or are 
you speaking only for your own group ? 

Mr. MacGreeor. Today I am speaking for the New York State 
Association of Electrical Workers. 

Mr. Macurowicz. You are not speaking for the national American 
Federation of Labor ? 

Mr. MacGrecor. No, sir. 

Mr. Macnrowicz. That is all. 

Mr. MacGrecor. I might add, I do not believe they have taken a 
position on this particular bill. 

Mr. Buarnix. Are there any further questions to my right? 

( No response. ) 

Mr. Biarnix. Any questions to my left ? 

Mr. Donpvrero. Mr. MacGregor, you appeared before this committee 
2 years ago? 

Mr. MacGrecor. Yes, sir. 

Mr. Donvero. At that time you expressed it as your opinion rep- 
resenting your group that the bill turning this potential power at 











Niagara Falls over to private enterprise was the proper thing to do, 


as against doing it through a public agency ? 
Mr. MacGrecor. That isr ight. 
Mr. Donpero. And you take the same position now ? 
Mr. MacGrecor. Yes, sir. 
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Mr. Donvero. That is all. 

Mr. Biatnik. Mr. McGregor ! 

Mr. McGrecor. Mr. McGregor has no questions to ask of Mr. Mac- 
Gregor. 

Mr. Buatnix. Are there any other questions of Mr. MacGregor ‘ 

(No response. ) 

Mr. Buatnik. Thank you, Mr. MacGregor. 

Mr. MacGrecor. Thank you. 

Mr. Buatnix. The next witness will be our colleague, Mr. Miller, 
who has been waiting a long time to be heard. 

Mr. Miller, will you take the stand please ¢ 


STATEMENT OF HON. WILLIAM E. MILLER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Mitier. Mr. Chairman, I have a formal statement which is 
being submitted to you and which I would like the opportunity to 
read and refer to later. However, I am only sorry that Mr. Moses 
and his counsel did not remain. 

Mr. Scuerer. Some of us aren’t. 

Mr. Mituer. So I might take this opportunity to clear up some of 
the most confusing, and I might say absolutely incorrect, statements 
made by Mr. Moses this morning. 

I am convinced, after hearing his testimony, that while he may know 
something about parks 

Mr. Donpero. I think I should inject an inquiry here. For the 
benefit of new members of the committee, will you not tell what your 
district is, and where you are from ? 

Mr. Miter. I am going to come to that. I represent the 40th Dis- 
trict of New York, which includes and which is the district in which 
this project would be constructed. 

Contrary to what Mr. Moses said this morning, I have run on the 
platform of private enterprise development for this Niagara project 
three times, and I have won out with increasing majorities three 
times. So that when Mr. Moses says that a public figure could not 
last long in New York State espousing anything but. ‘public power, 
he is very incorrect and he makes that statement only because he has 
been on the public payroll for 25 years, and for so long has never 
had to go to the public itself, or for approval of his policies, that he 
takes the usual bureaucratic approach, which no person could afford 
to take who has to go to the public every 2 years with the principles 
for which he stands. 

Mr. Buatnrk. The Chair does not wish to interrupt, but with all 
due deference and the highest regard for my colleague and friend, the 
gentleman he referred to is not present. I think we would all agree 
if possible we should avoid any references except where it is necessary, 
to him. 

Mr. Mituer. I agree with that, but I must refer to Mr. Moses in re- 
futing his testimony, and that is what I would like todo. That was 
part of his testimony this morning. The statement he made was that 
no person could successfully run for a publie office in New York, 
espousing the cause of private enterprise. I wish to refute that state- 
ment. As a matter of fact, 32 out of 41 Members of the House of 


64392—55——_12 





172 NIAGARA POWER DEVELOPMENT 


Representatives 2 years ago voted for the private enterprise bill, and 
all 32 were reelected to the 84th Congress. 

I would also like to clear up, if I could, the question of the legal 
aspects. Mr. Moses attempted here this morning to make statements 
concerning the fact that we are only here as Members of Congress be- 
cause of a treaty, and the treaty fundamentally relating to scenic 
beauty. Of course, nothing could be more ridiculous and nothing 
could be further from the truth. The fact of the matter is that it has 
been determined that the State of New York owns the riverbed to the 
middle of the stream, but certainly the Supreme Court has never said 
that the State of New York owns the water, and has said repeatedly 
and repeatedly that no State owns the water of navigable streams in 
this country. Any statement made by Judge Rosenman and Judge 
Polletti to the countrary is just not the law. The law is that his- 
torically, under the Constitution of the United States, the Congress of 
the United States has full, complete and exclusive jurisdiction under 
the commerce clauses of the Constitution in all navigable streams of 
this country of ours, and always has had. 

Mr. Jones. May Lask a question at that point ? 

Mr. Mitirr. Yes. 

Mr. Jones. Then do you consider it Federal property ? 

Mr. Mitter. I beg your pardon ? 

Mr. Jones. Is it Federal property ? 

Mr. Mitier. The Supreme Court has determined—lI do not want to 
make it too legalistic, but the Supreme Court has determined that the 
title to the riverbed belongs to the State of New York, but the State 
has no proprietary interest in the water as such; and that the waters 
themselves are subject to the paramount jurisdiction of the Govern- 
ment of the United States of America under the Constitution of the 
United States, and to the Congress of the United States. 

Mr. Jones. And you recognized that as a vested interest of the Fed- 
eral Government ¢ 

Mr. Mitier. Yes. <A proprietary right. 

Mr. Jones. And it is a property right under the Constitution ? 

Mr. Mititer. Yes. As far as control is concerned. 

Mr. Aueer. Will the gentleman yield for an observation ? 

Mr. Miter. Yes. 

Mr. Arcer. I would like only to interject that the 10th amendment 
to the Constitution says unless otherwise specified the rights remain 
in the people. 

Mr. Mixxer. That is right. And that is exactly why the Federal 
Power Commission was created by the Congress—to grant licenses in 
narignNe streams. ‘That was the authority which this Congress exer- 
cised. 


Mr. Donprro. Will the gentleman yield for a question ? 
Mr. Miier. Yes. 


Mr. Donprro. If the contention of the State of New York is cor- 


rect, then my State of Michigan has been asleep for some 117 years. 
Mr. Mixxer. And so have all of the other States. 

Mr. Donprro. We have the identical situation in Michigan. 

Mr. Mintimer. Certainly. 

Mr. Donprro. With an international boundary. 

Mr. Minter. Certainly. 
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Mr. Donvero. And the Federal Government is collecting rent for 
the water and Michigan does not receive a penny. 

Mr. Mitier. Certainly not. 

Mr. Scuerer. We have had the same problem in Cincinnati on the 
Ohio River. 

Mr. Mixxer. Certainly. 

Mr. Scuerer. There was a dispute as to where the Kentucky bound- 
ary began and the Ohio boundary began, It has been determined in 
that dispute that the Federal Government has jurisdiction over the 
water. 

Mr. Mituer. Yes, certainly. It has never been seriously questioned. 
The Federal Power Act was constitutional, and the creation of the 
Federal Power Commission was constitutional. The delegation by 
the Congress to the Commission of the right to issue licenses for the 
development of hydropower in navigable streams was never ques- 
tioned. How did we get authority to delegate it to the Federal Power 
Commission if we do not have the authority ourselves / 

Mr. Macnrowicz. Is it your contention that the Court erred in that 
decision that was read to us today ? 

Mr. Mituer. The Court never said what was read. 

Mr. Macurowicz. Did the Court hold properly that the State could 
have a fee for the use of that water / 

Mr. Mitier. That was not a Supreme Court decision. 

Mr. Macurowicz. But you think that decision was in error? 

Mr. Mitier. I would not say so, no. I would say because of the 
interest of the State having title to the riverbed, properly the Court 
could determine a license fee could be charged by the State, but it 
would still be inferior to—that right of the State would be still infe- 
rior to the paramount right of the Federal Government to control the 
navigation and the hydro projects in that stream. That is the very 
basis upon which the Federal Power Act was written. We delegated 
that authority to the Federal Power Commission because it was 
felt in the determination of the granting of licenses, you had engi- 
neering problems involved and different engineering aspects and pro- 
posals, and a commission could better make a judgment to determine 
who should get the license rather than the Congress doing it. But 
Congress had that power and has it now. If it had it then it has it 
now, and it delegated it to the Federal Power Commission. But. it 
can take it back any time it wants to. That is why we are here, be- 
cause that is what Congress did. 

When the Senate ratified the treaty, it put the reservation in the 
treaty, “but no construction of this hydro project shall commence on 
the Niagara River until a further act of Congress.” That is why we 
are here. It has not got anything to do with scenic beauty, or the 
fact that the State of New York can run this show. Why, if each 
one of the 48 States passed a law like the State of New York did under 
the Moses theory, the Federal Government would no longer have any 
right to make any determination as to who should develop a project 
on any of the navigable streams of the country. It would either be a 
State project, or none at all. 

That is the only discretion left to Congress. That is not all. We 
had the reservation put in the treaty, and that is why we are here. 
Mr. Moses does not understand why we are here, but that is why. 
Because the Congress has the power and the authority. If the Con- 
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gress did not have the authority, gentlemen, to determine who is going 
to develop this project in the Niagara River, then you tell me why in 
heaven’s name Mr. Moses admits he has to go to the Federal Power 
Commission anyway ? 

He says if there was not a treaty reservation we would not be here 
at all, and I would go to the Federal Power Commission for my li- 
cense. Why? ‘The Federal Government has no authority in the 
premises at all if the State of New York can say, “I own ‘this and 
we will do as we please.” Then he says if he is not successful here 
he will tie it up for 10 years in the courts. 

I do not care what lawyers he has, he will not last 10 years W ith 
any such lawsuit, because the law is well established and it could be 
quickly established that this Congress has the authority to determine 
who should develop that project. That also is supported in the rec- 
ord of the hearings in the 83d Congress, on pages 493 and 494 of the 
record, where there is a letter from the late John W. Davi is, who, I 
think, is probably recognized as one of the great constitutional 1s awyers 
of our time, in which he says there is no question but what it is consti- 
tutional for the Congress to determine who shall develop this project 
at the Niagara River. 

Mr. Jones. I am sorry I was not here to hear all of Mr. Moses’ testi- 
mony. Did he testify to the effect that the Congress did not have the 
authority to grant the licenses ? 

Mr. Miniter. Yes. And he said if they did he would go into court 
and keep the matter in court for 10 years. That is wh: at he said this 
morning. 

Mr. Jones. The Congress is the only source from which they could 
obtain that. 

Mr. Mitier. But he does not understand that, apparently, and 
neither do his lawyers. They are going to build all of these projects, 
which will be a nice thing for New York. 

Mr. Screrer. I was surprised that a great humanitarian like Mr. 
Moses would want to deprive the people of New York of this power. 

Mr. Mitter. For 10 years. 

Mr. Scuerer. That shocked me. 

Mr. Mitier. Yes. In addition to that, Mr. Jones, you brought up 
this morning the Markham Ferry proposition. I would like to com- 
ment on that for a minute, if I could. That is m Oklahoma. That 
matter came up under the Consent Calendar 2 years ago, I believe, or 
I have just forgotten exactly when it was. But in any event, when 
former Governor Dew ey of New York came down here to testify i in 
opposition to the private enterprise bill before the Senate committee, 
of which Senator Kerr was a member, he leaned over to Senator Kerr 
and said he thanked the Senator for introducing a precedent, Markham 
Ferry, which was on all fours with this Niagara River project. So 
when it came up on the Consent Calendar I discussed the matter with 
your colleague and mine, Mr. Steed, the gentleman from Oklahoma, 
who was the author of the bill in the House, as I remember it. 

I said, “Now I am not going to object to this eh eck because 1 
understand it is good for Oklahoma and everybody wants it. The 
utilities want it and everybody else wants it in Oklahoma. But I 
would not want the statement of Governor Dewey to go unchallenged 
in the record, that that was a precedent for this Niagara River.” 


tees 
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They finally agreed with me that it was no precedent because Mark- 
ham Ferry in the first place was built on Government funds—WPA 
funds. It is a multiple-purpose proposition. Here we have a propo- 
sition which is purely and simply private enterprise. The Government 
has never been in the Niagara River. 

Mr. Jones. Just a minute now. Who is the recipient of the Mark- 
ham Ferry bill? 

Mr. Miter. I did not get you. 

Mr. Jones. Who was the recipient ¢ 

Mr. Miter. The State of Oklahoma, as I recollect. 

Mr. Jones. What agency of the State of Oklahoma ? 

Mr. Miter. I think they have a power authority there. 

Mr. Jones. What did they acquire there? Under the Markham 
Ferry bill, what did they acquire? 

Mr. Mitxer. The power aspects, as well as the whole proposition. 

Mr. Jones. So I do not see that there is a great deal of difference 
between Markham Ferry, because the Power Authority of the State 
of Oklahoma is only in the business of generating the sale of electric 
energy. The only part of the project they took over was the hydro 
aspects of the project. 

Mr. Mivter. But there was no way you could break it down for 
the benefit of any private operation, because it dealt with a multiple 
deal. 

Mr. Jones. It dealt with 1 subject, and 1 subject alone. 

Mr. Mitter. But the whole proposition was involved. 

Mr. Jongs. It took over the generation of power at Markham Ferry 
Dam. 

Mr. Minter. But that was incidental. 

Mr. Jones. And transferred it from the Federal Government to the 
power authority of the State. 

Mr. Miturr. But the power was incidental and the eonstruction of 
the dam was a multiple-purpose proposition. There is no dam 
involved here. It is merely an extension of the private utility facilities 
which are in the Niagara River. There is no dam involved and no 
governmental function involved, and no public funds involved. The 
Government never had the river. The private utility developed the 
Niagara River 50 years ago, and they are the only ones, as I say, who 
have done it. 

Another thing, as far as the law is concerned, is that Mr. Moses 
talked this morning at length about the State legislature and the 
State Power Authority Act. You will never find anything in the 
Power Authority Act which relates to remedial works, or scenic beauty, 
or a single thing like that. It is purely and simply a power proposi- 
tion. He talked about the fact that this has been a policy of New 
York State since way back, when Al Smith was elected for the first 
time in 1919, I think, if this law is passed; and one of the counsel, you 
remember, brought up the Power Authority Act and said it was passed 
in 1930, and that is the expression of the State legislature, and so forth 
and so on. 

Mr. Macnrowicz. On that, in 1951 did not the legislature express 
itself again ? 

Mr. Miter. I am going to get to that very point. 

Mr. Macurowicz. Did they not then vote to extend that power also 
to the Niagara? 
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Mr. Miiier. That is what I am coming to. It is my very point. 
What I am trying to tell you is, contrary to the impression given by 
Mr. Moses it has never been the policy of the State of New ‘York to 
develop waterpower in the Niagara River for 10 years, or 20 years, or 
oU years, or 40 years, or 50 years, or 60 years. The power authority 
act of the State of New York was passed in New York in 1931; because 
of that fact ever since there were people on both sides of the St. 
Lawrence River agitating for development of the St. Lawrence hydro. 
And because it was a multiple-purpose proposition it required a com- 
pact with Canada, which no utility could ever enter into legally, so 
it was felt that the power authority act should be passed at that time 
to give the State of New York authority to bargain with Canada for 
the. right to have that hydroelectric power pr oject in the St. Lawrence 
River. Because it was felt that the State of New York would be 
better off to have its own authority handle it rather than the Federal 
Government, which was the only other agency which could do it. 

Harry Truman wanted the Federal Government to develop the 
St. Lawrence in opposition to the State of New York. 

Mr. Jones. The Rapids section which was acquired by the New 
York Power “Authority had been prior to the enactment of the St. 
Lawrence Seaway Act, a part of the comprehensive program envi- 
sioned in that legislation. Is that true? 

Mr. Mitxier. The hydropower. 

Mr. Jonzs. Yes. 

Mr. Mier. Surely. Incidental to the construction of the dam, 
which was necessary. 

Mr. Jones. So when it was divorced from the St. Lawrence seaway 
proposal it was the first time the State of New York could manifest 

an interest init. Is that true! 

Mr. Mitxer. That is correct, and that is why they did it. 

Mr. Macwrowicz. It is true, is it not, in 1951 

Mr. Mitier. Iam coming to that point. 

Mr. Macurowicz. You are? 

Mr. Mirirr. Yes. When they passed the power authority act in 
1931, did they include the Niagara River? They did not. They did 
not. Because the Niagara River had been developed by private enter- 
prise for years and years and years, and has been doing a good job. 
There was no feeling and no desire and no sentiment in the State of 
New York for the inclusion of the Niagara in any power authority act 
for development by the State of New York. It was never felt 
desirable. 

Finally, in 1950, when the Senate ratified the treaty for the addi- 
tional diversion in the Niagara River, Senator Lehman caused in the 
Senate this treaty reser ration to be placed in it—in the treaty itself- 
providing that nothing could be done about the power development 
at the Niagara River as a result of this additional diversion made pos- 
sible by the treaty until a further act of Congress. 

Why was that done? That is the first time in the history of our 
country that was ever done, that is, that any such reservation was ever 
put in a treaty. Why was it done? Because the then Secretary of 
the Interior, Oscar Chapman, had in mind the creation of power pools 
in the United States, 1 for the Southeast and 1 for the Northeast, 
1 for the Southwest and 1 for the Northwest, and so forth. It was 
desired by him to have the Federal Government through the Corps of 
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it marketed by the Department of the Interior of the Federal 
(sovernment. 

So the State of New York found itself in a position then with the 
climate then prevailing in Washington, that private enterprise would 
probably have no chance of success here in Washington, whereas a 
State development would be preferable to a Feder: al devel ypment. 
Based upon that premise they amended the power authority act in 
the State nes in March 1951 to include for the very first time 
even the Niagara River. Now if that reservation had not been placed 
in the treaty, what was the situation then prevailing from a legal 
standpoint in the United States of America? If that reservation had 
not been placed in the treaty as ratified by the Senate, then private 
utilities of the State of New York under the law were the only people 
in this country that could have developed this additional diversion 
at. the Niagara River, because with the legislation enacted by the 
Congress and signed by the President there is no authority for the 
lederal Government to go into the power business. 

Up until 1951 the State of New Vork by law could not go into the 
Niagara River. So that if that treaty reservation had not been made, 
the utilities were the @ily people in the country that could go to the 
Federal Power Commission and get a license. They were the only 
people. 

Since that time we have been debating it in Congress for 5 years, 
and now comes a suggestion after all of the debate, and after all of 
the argument, and after all of the time and money which has been 
consumed, we are now proposing after all of these years to send it 
back to the Federal Power Commission, where it would have gone 
5 years ago had it not been for the treaty reservation, and let the 

Federal Power Commission determine a question of basic economic 
ohitusophy which I think this Congress should properly determine, 
and determine here and now in the Niagara River, where there is no 
governmental function involved ; where there is no irrigation, naviga- 
tion, reclamation, or flood control. 

There is no question of the engineering ability of the utility com- 
panies to do it, and there is no question of their financial ability to 
do it, and there is no reason why if you subsidize this power at the 
Niagara River you should not subsidize every steam station and 
power development in all this country. 

Mr. Macnrowicz. May I ask you a question ¢ 

Mr. Miiter. Yes. 

Mr. Macurowicz. As I understand you, in 1951 the State legis- 
lature voted to extend the act to include the Niagara River only as a 
protection against the possible Federal Government development. 

Mr. Mutter. That is correct. 

Mr. Macurowicz. And you say that was because of the so-called 
political climate at the time ? 

Mr. Mituer. Yes. 

Mr. Macurowrcz. Has that climate changed since then / 

Mr. Mutter. Yes. We got the private enterprise bill through the 
House 262 to 120. 

Mr. Macnrowicz. Has your State legislature done anything to 
amend the act ? 


Army Engineers develop that power at the Niagara River, and have 
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Mr. Miter. They have not yet, but I am very sure they will. The 
newspapers, particularly in my area, are filled with telegrams and 
letters from State Senator Earl Bridges, and State Senator John 
Cook, and various assemblymen who voted for the State power 
authority act in 1951, who said they so voted only as a defense to 
Kederal encroachment, and never to defeat private enterprise. 

Mr. Macurowicz. But the State legislature is still on record as 
favoring State control. 

Mr. Miter. That istrue. We have certain political implications in 
my State that have changed recently, and certain controls, and so 
forth, which might provide an answer to some of these things that do 
not occur, but should oceur in New York, but we are always very hope- 
ful up there we will correct these mistakes that have been made. 

I do not believe there is any monopoly on virtue in my political 
party, or the people in my State, or anything else. I claim if you get 
any government in private business, or on the statute books where they 
have a right to get into business, then they seem to change their philos- 
ophy on what was enunciated by them prior thereto. 

Let me give you one thing 

Mr. Jones. Before you get into politics, let me ask you a question 
about whether or not the treaty you referred go, or the amendment of 
the treaty, was agreeable to the Ontario people or the Canadian Gov- 
ernment ¢ 

Mr. Miuuer. The treaty or the reservation had no effect on the 
Canadian Government, but affected us only. 

Mr. Jones. It affected us only ? 

Mr. Mituer. Yes. It only said we would not develop our part of 
the project. 

Mr. Jones. Could you tell us whether or not those people who were 
responsible for writing that provision had discussed that with the 
Canadian Government, or with any representative of the Canadian 
Government ¢ 

Mr. Miuuirr. I just do not follow you, Mr. Jones. You mean, did 
anybody from this country discuss with Canadian authorities the fact 
that we were going to put that reservation in our ratification of the 
treaty ¢ 

Mr. Jonrs. Was it a subject of discussion with the International 
Boundary Commission ? 

Mr. Mitier. Not to my knowledge. I think it is a matter that arose 
quite unexpectedly in the Senate on the day of the ratification of the 
treaty. 

Mr. Jones. And as far as you know, it had not been a subject of 
discussion ¢ 

Mr. Miuier. No. 

Mr. Donprro. Mr. Chairman, I hope the witness will devote a little 
time and state to this committee what the political climate is up in 
your State, and the wishes of the people. 

Mr. Miuter. I am going to cover that, Mr. Dondero. For the bene- 
fit of those who heard Mr. Moses’ testimony this morning, I would 
like to give you a quote myself : 

There is, of course, a way of having the State control the entire power situation 
and that is to issue State bonds to develop power, condemn private interests, 


carry the power into the street lamps and into the homes and turn over its opera- 
tion to an immense new body of Government employees with all of the incom- 
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petence, patronage, and waste that go with such an operation. It can be done 
if the taxpayers are ready to pay the bill. 

That is a statement given by Hon. Robert Moses during the course of 
his campaign for Governor of New York in 1934. 

Mr. Scurrer. That is Mr. Moses’ statement when he ran for gover- 
nor in 1934. 

Mr. Jones. He was a candidate at that time. 

Mr. Gentry. I was going to ask him this morning if he had the same 
political philosopsy when he was a candidate for governor against 
Mr. Lehman 20 years ago. 

Mr. Miuter. Y ou heard this morning an awful lot of testimony by 
Mr. Moses, concerning the terrible job that the utilities had done. 

Mr. Scuerer. Is Mr. Moses still a Republican ¢ 

Mr. Miter. I haven’t any idea. 

Mr. Macurowicz. He was appointed by a Republican governor. 

Mr. Donprero. We can make mistakes too. 

Mr. Miter. You heard an awful lot this morning about the terrible 
job that the utilities had done in defacing the scenic beauty, and what 
terrible people they were, and so forth and so on. 

In 1952, and this is many years after Mr. Moses had served for years 
and years and years as chairman of the State council on parks in New 
York—in 1952 he put out a brochure or a pamphlet issued over his 
name by the Niagara Frontier State Park Commission. This was at 
the very time when hearings were being held in Washington here to 
determine what agency, whether Federal, State or private, would 
develop this additional hydropower in the Niagara River. In that 
pamphlet he stated this: 

The Niagara Frontier Park Commission takes no stand favoring one or another 
of these bills. However the work is done, its program can go forward if a share 
of the profit from power development is allocated to the commission. 

Mr. Scuerer. If a share of the profit ? 

Mr, Mitxer. If a share of the profit can go to the commission. 

In other words, after all these years then in 1952, when he was chair- 
man of the park commission, he did not say it is terrible and they are 
going to ruin the scenic beauty. After all his experience he said: 

We do not care who develops this thing. Private enterprise is all right, pro- 
vided we get some of the money for parks. 

Mr. Moses has been chairman of this park commission for a long 
time in New York. That is all he wasthen. Since then he has become 
chairman of the power authority of the State of New York, which 
changes his mind completely on these things. But when he was in 
charge of parks only, he did not care who built it, as long as he could 
get money for the parks. But now he wants the power authority to 
develop the project, otherwise it would be done horribly from the 
standpoint of scenic beauty by the utilities. 

As a matter of fact, Mr. Moses knows very well that the utilities 
have been paving for many years almost $2 million a year for license 
fees to the State of New York. <A lot of that money went down to Mr. 
Buckley’s district in New York for lovely parks and throughways, and 
so forth, but they never spent a dime in the Niagara River section. 

They never spent any of the money which they rec eived from the utili- 
ties in State income taxes and State and local real-estate taxes. Never 
a dime was ever used for park improvement. How could the utilities 
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do any park improvement? That is not within their jurisdiction under 
the law, and not within their domain. They could not go into the parks 
and do it because they have no authority to do it, but the State of New 
York could always, if it wished, make any improvements it wanted to. 
And it had the money to do it because the utilities paid them the money. 
But they will not get any money now if the tax-exempt operations of 
Mr. Moses go into business in New York. They will have less money 
than they have ever had todo any park work with at all. 

The fact of the matter is that Mr. Moses is just as sure as I am, I 
know, that these two matters are not connected at all. All of the bills 
provide for the preservation of the scenic beauty. That would have to 
be done under the dictates of the Corps of Engineers, and it would be 
done exactly the same way whether it is done by a private utility or by 
the Federal Government or by the State of New York. They follow 
the exact rigid specifications of the Federal Power Commission in the 
building. It will be just the same, and the scenic beauty will be just 
the same, no matter who does the work. It has no relation at all to 
this problem. He is trying to confuse a $14 million park improve- 
ment with a $400 million hydroelectric project, which we are here to 
discuss. 

Mr. Scuzrer. How long has he been commissioner of parks of the 
State of New York? I am not talking about New York City, but of 
the State. 

Mr. Mitzier. Oh, 15 or 20 years, I guess. 

Mr. Scuerer. Then he is responsible for the condition that exists. 

Mr. Mitier. He is the fellow. 

Mr. Scuerer. As far as scenic beauty is concerned. 

Mr. Mitier. You bet he is. He is the fellow who is responsible. 
Ile talked this morning about dogcatchers, and so forth. Let me tell 
you this about the scenic beauty aspect, and so forth. There is a very 
highly respected member of the board of supervisors up in the Massena 
area, where Mr. Moses is building his St. Lawrence project. 

Mr. Scuerer. I only wish you had briefed me before he took the 
stand. 

Mr. Mitier. This man’s name is F. L. Hosmer, a supervisor where 
they are building the St. Lawrence project. He wrote a letter to Mr. 
Moses, and it is a long letter, but a part of it I would like to read: 

For the life of me, I have been unable to understand some of the poorly 
planned and seemingly asinine policies promoted in this project. They have 
moved into this area to build approximately a three- or four-billion-dollar develop- 
ment, without any advance preparation or plans for access roads, streets, bridges, 
railroads, housing, school or hospital facilities or even proper office facilities for 
their engineering and other staffs, which to date has withstood two fire losses 
with the attendant loss of valued records and work. Our roads and bridges have 
been used and destroyed with abandon, even totally in some sections and the 
lives of our residents have been needlessly placed in jeopardy and danger, as 
well as their property with very little consideration shown them under these 


same policies. 

Of Mr. Moses, with his power authority up in the St. Lawrence 
River. 

That is what I am trying to prevent from happening to the people 
I represent. And I know you would not want it to happen to you. 
You never saw such a shambles in all your life. The supervisor, for 
his trouble in calling Mr. Moses attention to the chaos and wreck and 
havoe he has created in that area, was branded by Mr. Moses as a 
cheap politician. Period. Instead of a dogeatcher, I guess. 
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Mr. Donpgro. You live in Niagara, do you not ¢ 

Mr. Mixer. I do, and I do not want Mr. Moses’ power authority 
to come in there. Now to get to my statement. Since I have testified 
in this matter in both the 82d and the 83d Congresses, many of you 
now know, I am sure, that the Niagara project site is in my district. 
Indeed, I have been elected and reelected to each of these Congresses 
by increasing majorities on this very issue of whether the project 
shall be constructed by Government or by private enterprise. I hope 
that none of you in your congressional careers will ever have to fight 
as long or as bitterly for a cause or a result which is earnestly desired 
by the people you represent, and so important, in their thinking, to 
their prosperity and well-being. 

Yesterday you heard Colonel Whipple tell you how the people of 
my district, almost to a man, united in opposition to the types of 
waterways which Federal or State public agencies might have con- 
structed. 

Mr. Macurowicz. Just a moment. You did not mean to imply 
by that that Colonel Whipple testified that the people of your dis- 
trict favored private construction, did you ¢ 

Mr. Miuuer. I do not say that. 

Mr. Macurowicz. You imply that. 

Mr. Miuurr. No, 1 do not. Listen to me. Yesterday you heard 
Colonel Whipple tell you how the people of my district, almost to a 
man united in opposition to the types of waterways which Federal 
or State public agencies might have constructed. That is, they united 
in opposition to the open-ditch canal instead of an underground tun- 
nel, which was originally proposed by the Corps of Engineers. They 
held hearings in my district, and I testified among many, many others. 
The people were united to a man against the open-ditch approach. 

Finally this year, for the first time, the Corps of Engineers re- 
jected that in favor of an underground tunnel. That is what I am 
saying. 

Colonel Whipple told you that local public opinion was such as to 
justify, in the public interest, the expenditure in the Army engineers’ 
estimates of an additional $50 million. I can testify that the emotions 
and sentiments of those same people are no different on the question 
of whether the project shall be owned and operated by a public 
agency, Federal or State, or private enterprise. 

You will authorize a public project here only by ignoring the wishes 
of the people who are most directly concerned, telling them that they 
do not know what is good for them, and dictating to them what you, 
contrary to their knowledge, think is in their best interests. You, 
who represent people in many other States, will require your constitu- 
ents to subsidize my constituents, although my constituents desire 
no tax subsidies, and the tax burdens of your constituents are already 
enormous. 

In previous Congresses the records of these hearings were filled 
with wild statements of public power sponsors as to the geographic 
extent of the benefits of this project. Power from Niagara was to 
reduce rates in New England and in extensive areas reaching through- 
out Pennsylvania and Ohio. Now, however, since the St. Lawrence 
project is becoming an actuality, as a public development, and public 
officials concerned with it, and other politicians, must put up or shut 
up, we learn the truth. 
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Neither St. Lawrence power nor Niagara power will reach even 
New York City, where you have been told time and again Niagara tax- 
subsidized power is so sorely needed to reduce rates, as Mr. Buckley 
knows and pointed out this morning. Mr. Moses wrote a letter in 
which he said you will not get any of the St. Lawrence power. He 
wrote the letter to Mr. Wagner. He said it is too far to wheel it. 
By the time you got it to New York City it would not be as cheap as 
steam power, and the St. Lawrence is closer to New York City than 
Niagara. 

The Power Authority of the State of New York has publicly stated 
that geography makes * uneconomic for St. Lawrence power to reach 
New York City, and Niagara is even farther away. The power au- 
thority has also publicly ‘stated recently, and I quote “western New 
York State will form the principal m: arketing area for power from 
the Niagara redevelopment.” 

Accor rdingly , there is no longer any question as to who are the people 
most concerned here. They are the people of my district and the other 
districts in western New York who will be, by far, the largest con- 
sumers of Niagara power. 

The only way that anybody else in New York State is going to get 
any benefit out of this is if it is developed by a taxpaying agency so 
that they will get the benefit of the taxes, and down in New York City 
they will be table to use some of them. 

You need not rely, however, on just my testimony to secure evi- 
dence of the desires of the people of the market area. You need only 
look, for example, at the record of the vote on this matter in the 
House in the last Congress. The New York delegation voted 32 to 9 
in favor of my bill. E very western upstate New York C enarenihiin, 
without a single exception, voted for it and, what is more, every Con- 
gressman in the State who voted for it has been reelected to the 84th 
Congress. 

But even that is not all the evidence of the desires of the local people 
most concerned. Last December, the Association of Towns in the 
State of New York voted on this question, to record for you the desires 
of the local governments in this matter of so-called cheap power 
through tax avoidance. ‘They comprise all of the people there. These 
are not dogeatchers. Earle MacHold or Ed MacHold, or nobody else 
can influence these people. They are fine folks. Mr. Moses may not 
think so, but they are. They are conscientious people and they are 
public servants. They represent their town governments and they are 
not going to be unduly influenced to pass any resolution which they 
do not think to be for the best interests of their people and which ex- 
presses the desires of their people. 

Last December, the Association of Towns in the State of New York 
voted on this question, to record for you the desires of the local govern- 
ments in this matter of so-called cheap power through tax av oidance. 
Two of the towns voted for a Federal development. Five of the towns 
voted for a State development; 493 of the towns voted for a develop- 
ment of taxpaying business enterprise. 

Nor do the towns furnish us the only evidence of the desires of local 
governments. The Association of County Supervisors of the State 
of New York—we have 62 counties in the State of New York and they 
are each run by a governor of the board of supervisors—the Associa- 
tion of County Supervisors of the State of New York, who comprise 
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the governments of the State’s 62 counties, have adopted a resolution, 
which is in your files, unanimously in favor of development by private 
enterprise. 

They are not dogeatchers. They are the people who represent and 
run the governments of the counties in New York State. 

It would seem that this documentation should have long since ended 
the matter. In fact, that was the view of 261 of my colleagues in the 
House in the last Congress, when the House voted 262 to 120 for 
orivate development. Moreover, very few of the 120 votes favored 
State development, since the State law makes no provision for a pref- 
erence in the distribution of power. 

That is a point I want to cover in more detail. Mr. Moses this morn- 
ing said that he was in favor of the Buckley bill. Now, gentlemen, 
Mr. Moses changes every year. When he was here 2 years ago—— 

Mr. Donvero. I question whether you are correct on that. I do not 
remember Mr. Moses testifying. 

Mr. Mititer. Pardon me. When he was here before the Senate com- 
mittee last year. He followed Governor Dewey. He stated, and it is 
in the record, that he was not in favor of the Lehman bill at that time, 
which provided for the development by the State of New York, but 
with a power preference—with a preference to municipalities, or gov- 
ernment bodies, or cooperatives, and so forth. Because Mr. Moses ‘said 
very clearly and very flatly, and it is in the record very clearly, that 
the law of the State of New York did not give a preference, but only 
a recitation to the effect that domestic consumers would be preferred 
there over industrial consumers. 

But there was no provision, and there is none now, gentlemen, there 
is no provision now in New York law in the Power Authority Act 
under which Mr. Moses operates, there is no authority now for a pref- 
erence to municipalities or cooperatives. There is no authority what- 
soever in the law. And Mr. Buckley’s bill is exactly contrary to the 
basic statute of New York under which Mr. Moses operates. Mr. Moses 
said it was a year ago, when the Lehman bill was up, which was very 
comparable to this bill, because of the fact that he said it required 
a preference to municipalities. 

He said his Governor, who was then Dewey, does not want that, 
and the State of New York law does not provide for it, and we cannot 
be for a preference clause. 

Mr. Buckley’s bill spells out a preference. 

Mr. Donpero. It does what ? 

Mr. Mitirr. It spells out a preference and gives one to municipali- 
ties, and so forth. 

Mr. Arcer. Will the gentleman yield to bring us up to date? He 
did say that and he made quite a point of which bill he was for. 

Mr. Mriter. He was for the Buckley bill. 

Mr. Avcer. Yes. 

Mr. Mituer. But a year ago he was not for the Buckley bill, A 
year ago he said he could not be for : anything like the Buckley bill. 

Mr. Auger. I understand. 

Mr. Mier. A year ago he said he could not be for anything like the 
Buckley bill because it incorporated a preference, and the State of 
New York law did not grant preferences, and there is no authority 
for the State of New York Power Authority to give a preference to 





184 NIAGARA POWER DEVELOPMENT 


any customer over another, whether municipalities, cooperatives, and 
so forth. 

As a matter of fact, Governor Dewey testified to that very fact be- 
fore the Senater committee, that he was opposed to the laleuaed bill 
because of the fact that it gave a preference. It was the same bill as 
the State power authority bill. In other words, the Lehman bill. 
Only it added the additional feature that it forced the State power 
authority to give a preference in the sale of power to the municipal- 
ities and cooperatives, and so forth. 

A year ago Mr. Moses said he could not be for that because it was 
contrary to New York State law. That law has not changed a single 
bit but today he is for the Buckley bill which does give a preference 
and is contrary to the laws of the State of New York. 

Mr. Moses said the Buckley bill included language taken from the 

Power Authority Act of the State of New York. If he ever read 
that act he would know it is no such thing. On line 18, page 2 of 
the Buckley bill it says: 
* * * suitable provisions shall be contained in enough of such contracts allow- 
ing the withdrawal upon reasonable notice and fair terms of enough power from 
time to time, so that the foregoing recipients now or hereafter authorized by 
law to engage in the distribution of electric energy may secure a reasonable 
share of the project power. 

That is not only not in the Power Authority Act of the State of 
New York, but it is absolutely and positively on all fours in oppo- 
sition to and contradictory to the law of the State of New York. 

Unfortunately, however, for the people I represent, who are the 
people most concerned in this project, and a majority of the house, that 
did not end the matter. A handful of elected or appointed officials, 
removed from the local scene and desirous of expanding their bureauc- 
racies within the State, succeeded in their desires to forestall action in 
the senate. 

So here we are again. 

The facts are unchanged except that with the withdrawal of all the 
glamorous promises as to where this power is to go, it is now con- 
ceded on all sides that the people whose interests you have to weigh 
have told you, and indeed pleaded with you, as to where their best 
interests lie. 

And while we are on the subject of unfulfilled promises, you have 
heard Mr. Moses this morning testify in support of a bill which would 
not only expand his unregulated domain, but which would subject 
the people of New York, 95 percent of whom are served by investor- 
owned distribution systems, to discrimination in the distribution of 
Niagara power through the imposition of the Federal type of pref- 
erence as provided in the bills of Mr. Buckley, as well as of Mr. David- 
son. Today, Mr. Moses espouses those provisions. However, before 
the Senate Public Works Committee on this matter, in the last Con- 
gress, on March 13, 1954, he testified, as your records show, and I 
quote : 


* * * the Lehman-Roosevelt bill (S. 2966, 83d Cong.) * * * provides for a 
license to the New York State Power Authority but with conditions and pref- 
erences not incorporated in the State law and never approved by our State 
legislature. Such legislation by Congress would represent an unwarranted 
interference by the Federal Government in State affairs. 


In the same hearings he submitted a letter dated March 29, 1954, 
in which he said: 
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The existing State law governing our authority gives no preference in service 
to public-power plants. We must operate under this law and we do not and 
cannot prefer municipal as against private utility operation, nor could we as 
a practical matter sell our bonds on any such theory. 

That is what he said in 1954. Now look at the Buckley bill. It 
Says: 

In contracting for the disposition of project power (A) States, counties, and 
municipalities, including their agencies or instrumentalities, cooperative or other 
organizations not organized or administered for profit but primarily for the 
purpose of supplying electric energy to their members as nearly as possible at 
cost, the Department of Defense, and other defense agencies shall be afforded an 
opportunity to purchase as much of the power available as they can use eco- 
nomically and practically * * *. 

That is in section 2, subparagraph (1). In other words, in the a 
ley bill is the very preference clause which Mr. Moses stated a year ago 
was illegal and contrary to our laws. I state to you he was hate a 
year ago and he is all wrong today, because the law has not changed a 
single bit in New York on this point—not a single bit. 

Lest there be any doubt as to what he meant, he said in one of his 
statements: 

They were written carefully and deliberately and we have little to add and 
nothing to subtract. 

Further testifying in a letter for the record, dated April 23, 1954, 
Mr. Moses said : 

Ninety-five percent of New York consumers are, at present, served by private 
companies. Our plan assures benefits for these as well as those served with 
publicly owned facilities. This assures benefits for the majority of consumers no 
matter by whom served. Such assurances could not be given if the Congress 


authorized private development of Niagara by the five companies or development 
under terms of the Lehman-Roosevelt bill. 


Which makes for a preference. 

Nor does that end the unreliability and contradictions. Mr. Moses 
had told you that private enterprise must now be displaced at Niagara 
Falls in this additional development, to accomplish park and highw ay 
development at Niagara Falls. He criticizes severely the private elec- 
tric companies for havi ing made a shambles of the area. As a resident 
of the area, I can tell you of my own knowledge that the electric com- 
panies are not guilty of Mr. Moses’ charges and that they have spent 
large sums w hich they were not legally required to spend, and running 
into the millions of dollars, to maintain and enhance the scenic beauty 
of the area. 

sut look what Mr. Moses and his park commissions in New York 
had to say on this matter in 1952, before Mr. Moses became chairman 
of the power authority and was given this glorious opportunity to ex- 
pand his bureaucracy. Ina broc -hure published i in April 1952, entitled 
“Niagara Power and Park Development,’ * subscribed to by the Niagara 
Frontier State Park C ommission, and distributed by State Council of 
Parks, Robert Moses, chairman, after a discussion of the various 
power bills, it is said : 
* * * the hydraulic canal for waterpower was completed, soon followed by blast 
furnaces, a grist mill, a paper mill, an open-hearth furnace and a dye works. 
This was in the American tradition * * * Hydro-electric generation had not yet 
come * * * All this industrial growth defaced the scene. 
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But further, the document states, after referring to the various 
power bills then pending in the Congress: 

The Niagara Frontier State Park Commission takes no stand favoring one 
or another of these bills. 
Public or private. 
However, the work is done, its program can go forward— 
That is the park program— 
if a share of the profit from power development is allocated to the Niagara 
Frontier State Park Commission. Whichever bill passes, water rentals on the 
Canadian plan are the New York State ideal. 
Why, of course, these utilities sell power in Canada, but part of what 
they pay in Canada the Canadian Government uses for parks. We 
do not do it in New York, and that is Mr. Moses’ domain. 

Mr. Donpero. That is not clear. Will you repeat that a little 
slower? Some of the young folks up here do not remember that. 

Mr. Miter. Yes. 


However the work is done, its program can go forward— 

talking about the park program. The park program can go forward. 
if a share of the profit from power development is allocated to the Niagara 
Frontier State Park Commission. 

Mr. Donprro. Now following that. 

Mr. MiLier (reading) : 

Whichever bill passes, water rentals on the Canadian plan are the New xorx 
State ideal. The enabling requirement— 

What he means there is if private enterprise gets the development then 
when New York State enforces its license contributions from the 
power company of approximately $2 million a year, there ought to be 
installed in New York State a plan like they have in C anada, where 
a portion of that license fee is directly diverted for park purposes. 
That is what he wanted, and it was all he wanted in 1952. He said 
it would be fine with him if the utilities did it if he could get a little 
more money for his parks. 

Mr. Scuerer. If the New York State Power Authority develops it 
he will not have that money available. 

Mr. Mitier. New York State will lose the $2 million license fee 
and it will lose the $9 million in income taxes. It will lose all of the 
revenue which the localities receive. For instance, Mr. Scherer, the 
city of Niagara Falls, which I represent, receives one-third of all the 
taxes it gets ; from the power company. 

Mr. Macurowtcz. W hy $2 million? 

Mr. Mitter. They will lose the additional $5 million. 

Mr. M: \CHROWICZ. You said they would lose the $2 million. 

Mr. Mitter. $5 million is what I meant. 

Mr. MacHrowtcz. You do not mean they would lose that $2 million ? 

Mr. Mixer. If you want to get to that argument with me I would 
like to go a little further on it with you. I will agree to this. In the 
next few years unquestionably the Niagara Mohawk because of the 
great demand for power will have a market for its power along with 
this public agency. But let me tell you this. The New York State 
Gas & Electric Co. has already lost two of its customers to Mr. Moses’ 
public powerplant in the St. Lawrence. It lost two customers already. 
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When you get a tax-exempt agency like this power authority develop- 
ing power in ‘the same river, and right next door to a taxpaying agency 
serving the same public, where one pays taxes and the other does not, 
eventus ally you are going to have all public power in New York State. 
oe e is ho question about it. Just like it hs appened in the Tennessee 

Valley Authority area. You are going to have all public power and 
it cannot be helped. 

Because, when it comes time for the Federal Government to recap- 
ture under the provisions of the license which the Niagara Mohawk 
now has in 1971, Niagara Mohawk probably would not even be inter- 
ested in renewing its license because you cannot compete with a tax- 
exempt agency, and eventually it will all be taken over by the 
Government. There is not any question about it at all. 

But as of the moment it will certainly lose what the utilities would 
have to pay if they had the project, which amounts roughly to $14 
or $15 million a year. Mr. Scherer, the State of New York not only 
will not have any money for parks, but they will have less money for 
everything under this kind of a proposition because we are going to 
lose tax revenue through it. 

Mr. Scuerrr. My district is going to help subsidize that. 

Mr. Muzer. Sure it is. As a matter of fact Tom Dewey, when he 
was down here, recognized this problem and got quite frank over in 
the Senate. His testimony was exactly opposite to Mr. Moses. 
Governor Dewey is a lawyer, and he conceded the fact that the Con- 
gress had the authori ity to make this determination as to who is going 
to develop this project. All Governor Dewey said was, “Here is a 
cheap hydro proposition. If you did not subsidize power anyplace 
else in the country I would never come here and have a leg to stand on, 
but I did not start the proposition of subsidizing Government power. 
Do not single me out. Do not fail to give me a ‘subsidy in New York 

tate when. you have subsidized people i in other places than my area. 

Mr. Scurrer. Then other areas will want some subsidies too. 

Mr. Miter. Certainly. Which is why I say in this case, where 
there is no governmental function involved, and no construction of a 
dam, but just taking water out of one place in the river and putting 
it back in the river a few hundred yards south in the river, and you 
get no return on the water but only a return on the invested capital, 
if you subsidize this thing in New York I do not see how you can ever 
fail to subsidize any kind of a power operation in this country, and 
I do not care if it is a steam plant. 

Mr. McGregor. Will the gentleman yield for a question / 

Mr. Miturr. Certainly. 

Mr. McGreeor. If we go through with this public-power program 
in New York is it not only another step in the program of public 
power throughout the United States, because they have gone to the 
South and the Northeast and the Northwest, and then the Central 
States ? 

Mr. Mituer. This would be the first time I know anything 2bout in 
this country where we would have a subsidy of power where there is 
no governmental function involved, and where it is simply a naked 
question of the development and sale of hydroelectric power. This 
would be the first time and this would be the opening door. You 
could not have any argument of not socializing power anyplace in the 
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world if you socialize this. This is the one place in the world where 
there is no excuse for subsidization. 

Mr. McGrecor. I wonder if you will yield for another question ? 
[ have received a letter and a telephone ‘all from Ohio, and they tell 
ine we would get electricity from the State of New York—this project. 
Does service extend that far—to Ohio ? 

Mr. Miiirr. No. Here is the situation on that. Every bill pro- 
vides that if the Federal Power Commission—let us put it this way. 
Sappones that Ohio, or Pennsylvania, or Vermont, or any other 

State, should make an application to the Federal Power Commission 
for a portion of this power. Under all of the bills, including mine, 
the Federal Power Commission would then under the law, of course, 
hold a hearing and determine the feasibility and the practicability, 
and the equities and justice and fairness of allocating a portion of 
this power to these other States. 

For political reasons everybody has always been saying that every- 
body was going to get a lot of this power—and Mr. Buckley knows 
what I am talking about. It was going to go to New York City, 
and Vermont, and so forth and so on. Because you would not be 
very popular espousing a bill saying, “Look, you are not going to get 
any of this anyway. It is going to be up in western New York and 
it will not affect you because you will not have any.” It would not be 
a very sensible or popular approach. So that, of course, it is always 
the case that there is a provision in the bills and in the law which 
permits any other State to come before the Federal Power Commis- 
sion and make application for a portion of this power. If the Fed- 
eral Power Commission determines that is fair, equitable, practical 
and feasible, it can grant a share of the power to that center. 

But, from the practical point of view, Mr. Moses, who is in the busi- 
ness for the first time and has not made a record yet, because he has 
not sold a kilowatt of electricity that has ever been delivered to any- 
body—but the point is he now says himself, on the advice of his 
engineers, that you cannot even wheel this power to New York City 
from the installation in the St. Lawrence and have it be as cheap 
when it gets there as steam power could be generated in the city of 
New York, which would be doubly true at the Niagara River. 

So, in fairness to your question if the State of Ohio could show it 
would like this a and it can be wheeled into the State at a rate 
that would be fair and pleasing to the people of Ohio, and if after 
getting to Ohio and paying all costs of inion and transmission 
it would be cheaper or at least the same as the power you have, then 
you will get your share. There is no doubt of that. 

Mr. Scuerer. But as a practical matter you probably would not. 

Mr. Miner. Yes, and you would not want it because it would be 
too expensive by the time you got it there. 

Mr. McGrecor. You say it would be too expensive by the time it 
was received there ? 

Mr. Miruer. Probably. 

Mr. McGreecor. Because of the boosters required, and so forth? 

Mr. Mituer. Yes. 

Mr. McGrecor. Then I wonder why I am getting so many wires 
from those who in the past have been most emphatic for the benefit of 
public power I give my support to this particular legislation. 
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Mr. Mitxer. It is the usual story. All of the public power advo- 

‘ates always go on saying that ev erybody will get the benefit of it, and 
when I get down a little further in my statement I will show you 
what is happening at the St. Lawrence with all of the statements of 
the State power authority made over the years that they were going 
to take care of the farmer and the small domestic consumer, and they 
were going to take care of this fellow and that one, and they were 
not going to build any oar e! transmission lines, but would sell the 
power to the utilities at the bus bar, who would then transmit it. But 
let me show you what is happening at the St. Lawrence, further on 
in my statement. 

Mr. Donpero. Let me interpose this. You used the word “socialis- 
tic” or “socialism.” I have before me a very short statement which 
was not made by a Republican or a Democrat, or the president of any 
private utility company. Now that you brought up the question of 
public power, here is what it says. 

The advocacy of public power does not of itself designate a Socialist, or the 
practice of it constitute a full program of socialism but, of course, the principle 
behind public development of power is socialistic, and it is rather childish to 
deny it. 

That comes from Norman Thomas, the No. 1 Socialist of the 
country. 

Mr. McGrecor. Then would this statement be correct: If this proj- 
ect, or a similar project should be developed, it would be a threat to 
private enterprise in the area ? 

Mr. Mixxer. It would not only be a threat to it, but eventually it 
would drive private enterprise out of business. You cannot have a 

taxpaying and a tax-exempt agency selling to the same customer the 
same product in the same area without driving out the one paying 
taxes. 

Mr. Donprro. And you would have that fate in store for the 5 
power companies in New York. 

Mr. Mutter. Certainly. If the power authority gets into Niagara 
we will have no investor owned operations in New York State, at 
least in my lifetime. 

Mr. Scuerer. As a practical matter will not the expansion of indus- 
try in the northern New York area take all of the power that is avail- 
able from this project ? 

Mr. Mituer. They will, but here you have an industry. Let us say 
you have two competing industries. One can buy the power from the 
public power authority at a cheap rate and the other-—— 

Mr. Scuerer. Let me interrupt. 

Mr. Miuer. Yes. 

Mr. Scuerer. I was thinking of all the correspondence and com- 
munications Mr. McGregor and I receive from Ohio. In that regard 
there would not be any power available for Ohio anyhow. 

Mr. Mitter. No. 

Mr. Scuerer. There is not that much additional power to be gen- 
erated by this project so that there will be power available to the State 
of Ohio, is there ? 

Mr. Mitier. From a practical point of view that is true. However, 
from a purely legal and technical point of view—and this is distinct 
from Mr. Moses’ thinking—the water in the Niagara River does not 
belong to the State of New York. You can rest assured of that, and 
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the Supreme Court so held many times. It belongs to all of the peo- 
ple of the United States. 

Mr. Scurrer. Irrespective of who develops this project in New 
York State, whether it is the Federal Government, or the State, or 
the private ‘utilities, there is not going to be enough power to supply 
= Do you not have a big enough market in upper New York to 

» all of the power? 

Mr. Miter. To use it all, but my point in answer to your question 
is, even though our market i is big enough in New York to absorb it all, 
and even though we could use it all. nevertheless the Federal Power 
Commission would have the right to say Ohio is entitled to a share 
of it. 

Mr. Scuerer. I understand that, and I prefaced my remarks with, 
“as a practical matter.” 

Mr. Miuuer. As a practical matter you are absolutely correct. 

Mr, Donvero. I want to call the witness’ attention to the fact that 
it is 4 o'clock and I hope he can conclude because we have two more 
witnesses. 

Mr. Miter. I will be very short. If I can continue now on my 
prepared statement—— 

Mr. Buarnrx. If it would be possible for you to summarize your 
remaining testimony rather than read it we would appreciate it be- 
cause we have two more witnesses. 

Mr. Mitier. Yes. I will not read the 4 pages, but 1 paragraph at 
the bottom of page 6. 

Nor do the contradictions end with the park situation, at which 
Mr. Moses now grasps to secure your authorization for a public power 
development. As you know, the power authority is now engaged in 
constructing the St. Lawrence power project, a multiple-purpose proj- 
ect which the private companies did not see to build. 

Incidentally, there is $100 million involved in the navigation fea- 
ture of the St. Lawrence. 

Mr. Moses is entering into contracts for the disposition of St. Law- 
rence power, and in connection with them, he has proposed to build 
transmission lines to the State of Vermont and to the city of Platts- 
burg, without any prior investigation into the avail: bility of lines of 
the private companies who now bring power to Plattsburg and have 
had a Vermont connection in the planning stage for some time. He 
now proposes to build State- owned, tax-free transmission lines, not- 
withstanding the availability of other lines—contradictory to what 
he said he was going to doa yearago. And this eventually will affect 
the people of New York, when he starts duplicating transmission lines, 
that what they save in taxes will be more than absorbed by the addi- 
tional cost of duplicating the transmission lines, so the power will be 
more expensive before he gets through than it would be by private 
enterprise. 

Further, he proposes to sell to the city of Plattsburg 30,000 kilo- 
watts, although their current consumption is 9,000 kilowatts. Why? 
Because the city of Plattsburg is a municipal tax-free operation. In 
the meantime, the privately owned distribution companies which Mr. 
Moses told us serve 95 percent of the consumers have not been allotted 
a single kilowatt of St. Lawrence power, while about one-half of the 
entire project output is already the subject of proposed contracts. 
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Last year, however, Mr. Moses, in connection with the Niagara proj- 
ect, advised the Senate Public Works Committee, and I quote: 


Our act does provide that we shall not needlessly parallel private lines when 
their use can be obtained in such a manner as to insure the passing on of benefits 
to domestic and rural consumers. We have no thought of putting private com- 
panies out of business nor of compelling municipal operation. 

However, what he has done in the St. Lawrence is exactly contrary 
to what he said he would do if you gave him the Niagara. 

Now that about winds up my testimony. 

He talks about the prudent investors that buy the bonds. The 
prudent investors who buy the bonds are all the people i in the high- 
income bracket, because they are tax-exempt bonds. The Govern- 
iment gets no income tax out of the returns on his tax-exempt bonds. 
The Government. not only loses all the taxes that the utility would 
pay, but it also loses on all the tax-exempt bonds bought up by all the 
millionaires, who, if they are in a high enough brac ket. get a return 

of about 37 percent on their investment. 

Now, that is great business in the American tradition, in my way 
of thinking. 

That is all, Mr. Chairman. 

Mr. Buarnix. Any questions in addition to those already asked ? 

Mr. Macnrowicz. I would like to ask one question. Would you 
say that the New York Times and the New York Herald Tribune are 
fairly representative of the views of the people of New York? 

Mr. Mitirr. No. They may be fairly representative of some people 
in the city of New York. They certainly do not reflect in everything 
they say anything that I might feel up in Niagara Falls 

Mr. Macurowicz. You do know that both of them have come out 
editorially for the State 

Mr. Miuuer. Yes. I also know that 398 other newspapers in the 
State of New York are for private enterprise. 

Mr. Bucwzey. Mr. Chairman, did you ever hear of the people of 
New York objecting to paying the Federal Government. for public 
power in all of the States outside of New York State that have public 
power? New York State pays about 15 percent of the money that runs 
this Government. 

Mr. Miter. That is correct. 

Mr. Buck.iey. Did we ever at any time object to a public power- 
plant in any other State? 

Mr. Miter. I don’t know whether youdid. I did. 

Mr. Buckiey. But your Governor didn’ ema! Dewey didn’t. 

Mr. Minirr. That is true. But of course I don’t have the same 
views as Governor Dewey. 

Mr. Buckiry. But it seemed to work all right, because the gentle- 
men on that side of the dais, you know—it worked all right when he 
came down here and had a talk with your President. It worked all 
right for the hydroelectric power on the St. Lawrence. Mr. 
McGregor said to me he would never vote for it. I cannot understand 
how he changed his vote. 

Mr. Donprro. Mr. Chairman, I just want to associate myself with 
the gentleman from New York in saying I don’t agree at all times 
with the views of Governor Dewey. 

Mr. Murer. I agreed with the views of Governor Dewey when he 
came back from Japan, when he said wherever he went the power 
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condition was so bad because it was publicly owned, and it should 
be owned by private enterprise. But then he changed his mind, and 
I don’t agree with him any more. But the incorrect statement made 
this morning, Mr. Buckley, that Mr. Becker’s bill of a year or 2 years 
ago is not your bill at all—as a matter of fact, Governor Dewey is 
Vv iolently opposed and always was opposed, and so was Mr. Moses up 
until today, as far as I know—always opposed to the preference pro- 
vision which is in your bill, because they said it was contrary to the 
State law of the State of New York. There is no provision in the 
State power authority act for a preference to a municipality or coop- 
erative, not a single bit. And Moses testified it would be illegal, a 
year ago. 

Mr. Bucxiry. I want you to remember one thing—that I have 
always been for private industry, always. But there is a sort of a 
unique situation that exists right here in this Niagara Falls. 

Mr. Mitier. Why, Mr. Buckley, why is it unique # 

Mr. Buckiey. Because I want to try to preserve the falls as much 
as possible and the scenery. 

Mr. Mitier. That has nothing to do with it. The scenic beauty pro- 
visions are going to be carried out exactly the same way under the 
dictates and jurisdiction of the Corps of Army Engineers, no matter 
whether I build it. It cannot be any different. 

Mr. Bucxuey. Well, the Congress of the United States gives the 
Federal Power Commission the power to designate who should oper- 
ate it in our State or any other State. Is that right ? 

Mr. Mituer. And in this case we took it back, because we provided 
in the treaty ratification with Canada that we would not give the Fed- 
eral Power Commission the authority to determine this thing, but the 
Congress would do it. And that is why we are here. We took it back. 
Now what are we going todo? After 5 years of debate in this forum, 
are we now going to send it back to the Federal Power Commission 
when that is where it would have been 5 years ago, had the reservation 
not been included in the treaty with Canada? 

Mr. Donpero. I want to say I have always admired my fine chair- 
man, Mr. Buckley, for the stand he has taken for private enterprise. 

Mr. Miiuer. I have, too. I join you inthat. Asa matter of fact, I 
subscribe wholeheartedly to the comment Mr. Buckley made 2 years 
ago in this committee on the question of too much tax-exempt property 
in the city of New York. 

Mr. Macurowicz. May I ask one more question? Since Governor 
Dewey’s name has been brought into this—I have been reading the 
hearings before the Senate last year, and I find a very interesting 
paragraph from the testimony of Governor Dewey, and I wonder if 
you have any comment on it. 

Governor Dewey testified before the Senate as follows: 

As I have indicated before, the bill would set up a special power act aimed at 
the people of the Northeast and concerning which there is no precedent any- 
place in the United States that I know of. This bill would violate the party 
platforms of both parties in the State of New York over many decades. It would 
violate the law of the State of New York and our rights to the waterpower. 

Mr. Muier. No, I don’t agree at all. In the first place he pointed 
out in the testimony why should you single New York out for private 
development when you didn’t do it anyplace else in the country. Asa 
matter of fact, 96 percent of all the power in the country is private, not 
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public. If 96 percent were public, then Governor Dewey would have 
something. 

Mr. Macnurowicz. Evidently, although your Republican Governor 
said it would violate not only the law of the State, but also the party 
platform 

Mr. Miuter. I say he is incorrect. 

Mr. Macurowicz. The Republican Party of the State of New 
York 

Mr. Mitier. You asked for my comment, and I say he is wrong ab- 
solutely. 

Mr. Donprro. That is where Governor Dewey and I parted com- 
pany, because I sat at the table and heard him say it. 

Mr. Buckx.iey. The funny part of it is, Mr. Dondero, that all of the 
Republicans have parted with Governor Dewey. But when it comes 
to a lineup, and Governor Dewey snaps the whip, they are all in line. 
That includes the members on that side. 

Mr. McGreeor. I might say that statement does not include the 
member from Ohio. 

Mr. Miniter. You wouldn’t include me in that, would you, war. 
Buckley ¢ 

Mr. Scupper. Mr. Chairman, I just want to add my thanks to ous 
colleague for clearing up some of the statements that were made this 
morning. I know his statement has been illumi nating to the com- 
mittee. I believe with proper publication of the facts, the people will 
be very much in disagreement with setting up a further bureaucracy 

Mr. Minurr. Thank you. 

Mr. Gentry. Mr. Chairman, I would just like to say whether you 
agree with this witness or not, I think we would all agree he made a 
great presentation of his side of the subject. 

Mr. Davis. Mr. Chairman, I just want to say also that whether you 
agree with his philosophy entirely or not, he has made a masterful 
presentation. If you don’t cut him off now, he could talk for 50 day 
he is that well prepared. 

Mr. Mitier. Thank you. 

Mr. Briarnrkx. Thank you very much for coming, Congressman 
Miller. 

Mr. Buiarnik. The next witness is Cengressman Radwan from New 
York State. 








STATEMENT OF HON. EDMUND P. RADWAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Rapwan. Mr. Chairman, members of the committee—you know, 
if this thing had been settled, I wouldn’t have been here today. How- 
ever, we have had the private enterprise fighting for what they believe 
in. We have had the advocates of the New York State Power Au- 
thority bill battling away the last few years for what they believe in. 
Unfortunately, both sides have failed. And in failing their own re- 
spective positions, they have also failed the people of the United States 
of America. 

I am here to try and impress upon the committee one thing, and one 
thing only. I would like to get this project a building. 
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I come from Congressman Miller’s neighborhood. I am the adjoin- 
ing Congressman to that district, from Buffalo, N. Y., probably the 
sixth largest industrial center in the United States. 

At the opening here, I want to make one thing crystal clear. I am 
not opposed to any bill before this committee. Tam taking a purely 
neutral position, regardless of any previous position that I have taken 
in the past on this very issue. 

I have introduced a bill here calling for immediate construction, 
and I emphasize that—immediate construction. Why have I done so / 
Because I—and I say I in a very representative capacity—have be- 
come extremely impatient with the delay that is costing us $60 million 
worth of power every year 

Mr. Scuerer. I agree with you. I think that delay has been terrible. 
Were you here when Mr. Moses testified ? 

Mr. Rapwan. Yes, I was here. 

Mr. Scuerer. He threatened and said if C ongress acted and author- 
ized the private utilities to produce this power that you say is so 
needed, that he was going to delay the production of this power for 
5 to 10 years by litigation. 

Mr. Rapwan. Yes, [heard that. I don’t want to say anything which 
might accidentally show that I am deviating from a neutral position, 
so I won't give you a complete answer. Now, we all have our fun over 
here, but let me say one thing. Just as Congressman Miller is a very 
good Congressman, let me tell you that Robert Moses has got the stamp 
of an excellent public servant. 

Mr. Scurrer. I always thought he had that reputation. 

Mr. Rapwan. I am just paying personal tribute to those two men, 
and I am not concerned with what sort of testimony they gave, because 
the testimony thus far has spoken very eloquently in favor of the bill 
that I have introduced. 

Now, let me finish my thought. 

Mr. Buarnix. Would the membership of the committee agree to 
allow the Representative to complete his oral statement, and then we 
may ask the questions in an orderly fashion. Otherwise we divert, dis- 
tract, zig-zag. 

Mr. Rapwan. Either way is satisfactory to me, Mr. Chairman. We 
can discuss it or I can make my statement. It doesn’t matter. 

Mr. Biarnix. Will you make your brief oral statement. 

Mr. Rapwan. Now, our Canadian neighbors, Mr. Moses has testi- 
fied, and there is no dispute on that point, have finished their job. And 
he also testified that they are now using our share of the water. And 
much as I admire and respect our C anadian neighbors, I certainly do 
not want to be that generous with power that be Jongs to the people of 
this country. Nor do I think that they would respect us any more 
for our generosity. 

Now, I have mentioned the $60 million figure per year, the loss of 
power. We—and whe nI say we, I mean we as a people or we as ¢ 
Congress—are already responsible for the loss of $300 million worth 
of power, because if we start this project next week, pursuant to my 
bill, that project will be completed 5 years from now, at a loss of power 
totaling $300 million, if we start next week, assuming my bill could 
get passed and signed by the President in that time. 

lama Johnny- -come-lately in this field, as I indicated in the begin- 
ning, but only because there has been a failure by both sides. Little 
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by little some support is trickling in in favor of the position that I 
have taken. 

The Buffalo Evening News, which has supported the Miller private 
power bill, has taken ‘this position editorially, May 19, 1955—and I 
am only going to read a part of the editorial. But in my rev ised state- 
ment, the entire editorial will probably go into the record. 

By getting the job underway now, Congress would be telling the State and 
private power interests either to settle their difference or to expect Congress to 
make its own decision before the project is finished. That way, when the dead- 
lock is finally broken, there will be power ready to deliver instead of a 5-year 
construction job ready to be commenced. So long as there is realistic hope that 
this present Congress will decide the entire issue, the Radwan bill may see pre- 
mature. Actually, however, it could be passed right now without prejudicing 
the ease in any way. Any time Congress is ready to decide on the question of 
operation, this year, next year, or 5 years from now, its legislation could incor- 
porate a provision for the private or State interests to take over the construc- 
tion contracts in an orderly way from the Army engineers. Meanwhile, if the 


work has already been advanced by a year or two or more, who could possibly 
be the loser ¢ 


To quote further : 


If the Harriman-Moses group and the private-enterprise advocates can muster 
their forces for an immediate showdown this year, well and good. But if nothing 
more than a deadlock results, we simply will have wasted valuable construction 
time. Whether as immediate insurance that something will get started or as 
a deadlock breaker to be passed later in the session if it developed that neither 
private nor public power advocates can have their way, we think the Radwan 
bill deserves to be taken seriously and supported as an alternate approach by 
all those who are seriously interested in getting some kind of Niagara power 


development expedited, 

Now, I know—or I should not say I know, but permit me a guess— 
each and every member of this committee has a preference, one way 
or the other, either for private or for public power. But before you 
have that conviction, I am positive that each and every member of 
this committee places national pride and interest over and above that 
conviction for either private or public power. 

It was only a short time ago that | eee. to be. at a ceremony 
over in Canada, where we Americans as well as Canadians took part 
in a ceremony, and the late Bob Saunders jokingly remarked, and he 
looked over my way, and said, “Well, you folks just go ahead and take 
your time. Weare all set to go.” I don’t know whether it was a little 
foresight on their part, maybe they anticipated that because of our 
political climate we would have @ little difficulty resolving this par- 
ticular issue, but they provided in that treaty, in 1950, mind you, that 
in the event one side finished sooner than the other, the side that 
finished sooner should have the right to use the water of the other 
side. Astute statesmanship, I say. 

But now, are we going to let this deadlock continue. And isn’t it 
evident from the very sharp, perh: ups in some instances bitter testi- 
mony that has been before this committee, not only today, but in years 
previous, that the antagonists, the combatants, are very far apart 
indeed. 

Now, let me make another point clear, Mr. Chairman. My bill 
not inconsistent with any other bill before it, because the Lehman 
bill, the Miller bill, the Buckley bill, each and every single bill is a 
natural extension of the bill that I have introduced. What harm is 
there in enacting my bill? If my bill were enacted by the President’s 
signature today, couldn’t this committee, and couldn’t this Congress, 
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go on with this problem, without being under pressure, without being 
subjected to the embarrassment that we are now, having Canada 
already 5 years ahead of us? 

It is from that sense of national pride that I was motivated to intro- 
duce this bill, in spite of the fact that I have had occasion to cast my 
vote—I may look over to this side now—for private power 2 years ago, 
and now I can look over to this side and say that as a member of the New 
York State Senate I voted for the New York State Power Authority 
proposal. That was about the only thing before us. There was no 
controversy. We accepted that as the only thing that could be done 
at the time. 

So you see, I am quite neutral about this. 

Mr. Donprro. You remind me of the fellow who sits on the fence 
and is willing to be shot at from both sides. 

Mr. Rapwan. Well, I would take exception to that, because I was 
not on the fence. I cast my vote when I was called upon to do so. 

Now, I have taken good inventory with a monthly report that I 
send to some 20,000 people, and the people in my area, in industrial 
Buffalo, are impatient about this particular problem, and they want 
to get it a-building, and then while it is a-building let’s keep a-fighting 
a little bit, as long as it does not hurt the national interest. 

That is substantially my statement, Mr. Chairman, and I ask per- 
mission, at this time, to extend and revise my remarks and include such 
extraneous material as an editorial or two supporting my position, 
and also a resolution passed by the Young Men’s Republican Club of 
Erie County, where they go on record for my bill, and that, too, is a 
conservative organization. 

Mr. Biarnix. Thank you very much for your statement. Are there 
any questions on my right ? 

Mr. Macnrowicz. Is it not true, Mr. Radwan, that even if this 
so-called private power bill passes the House, which it did 2 years 
ago, is not the situation such that if it comes to the Senate, in all like- 
lihood the same thing will happen as happened two years ago? 

Mr. Rapwan. As reasonable-minded men, we have every reason to 
believe that, and to that I will add that if I thought there was any 
chance at all of reaching a decision for either the Lehman bill or the 
Buckley bill or the Miller bill, my bill would not be here before this 
committee. 

Mr. Macurowicz. I just wanted to make one other comment. I 
want to say I am sure your bill will appeal to at least the one or two 
members of the committee who were so terribly shocked over the delay 
that might take place by any action of Mr. Moses. I am sure they 
will support your bill. Iam waiting to hear them say so. 

Mr. McGrecor. In answer to my distinguished friend from Michi- 

gan, you stated you could see no reason why the Senate would change 
their mind and pass a private power bill. Do you see why the House 
would change its _e and pass a public power bill ? 

Mr. Rapwan. No, I do not. I am glad you brought that out. You 

see, you have got a House that voted over two to one for private power, 
and then you had a Republican Congress, and let’s be frank with each 
other now, the Congress now is Demoer ‘atie—you had a Republican 
Congress, you had a Republican controlled Senate committee that 
bottled up that private bill, did it not ? 
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And isn’t it reasonable to assume, as reasonable politicians, or 
public servants 

Mr. McGrecor. I move that you strike out the first statement— 
you are only assuming and your own opinions—— 

Mr. Rapwan. I never use the term politician in a derogatory sense, 
because the science of politics is the science of good government. And 
as reasonable good politicians, it is only fair to draw the deduction that 
the private bill has less chance now in the Senate committee than it 
did before. And I don’t want my remark construed as speaking dis- 
paragingly of the private bill, because that is our difficulty over here. 
That. private bill has got a lot of merit to it. So have the other two 
bills before us. You are weighing merits against merits over here. 

Mr. McGrecor. Would you not agree that there are a lot of Demo- 
crats and Republicans that favor private enterprise and some Demo- 
crats and Republicans that favor a publim program ¢ 

Mr. Rapwan. I guess that is so. 

Mr. McGreeor. It is not a partisan issue, is it. 

Mr. Rapwan. I don’t think you need my testimony to that effect. 
I guess that is just so. 

Mr. Brarnix. Any further questions on my left / 

Mr. Rapwan. I would like to mention this one thing, since the gen- 

tleman from Michigan brought out the fact that there is this litiga- 
tion. It seems that there is going to be litigation no matter which 
of the three combatant bills this committee may report. Mr. Moses 
says that it might take 5 years to settle the litigation that will result 
if the President should sign a private power bill, and the same may be 
true if he should sign the Bue kley bill. Now, does any member of 
this committee want to expose the people of the United States to the 
risk of losing another $300 million worth of power? I do not think so. 
And I think that if each and every member of this committee—if 
you think that the Buckley bill has a chance of getting enacted into 
law, all well and good; if you think the Miller bill has a chance of 
getting enacted into law, all well and good. You nevertheless have to 
consider this indicated or threatened litigation that is going to fol- 
low. I don’t think anybody is going to litigate anything if you enact 
the bill that I have introduced, because it merely means that you can 
at least grab hold of a spade and unearth that first bit of earth with 
your spade and get this project building, and then go on in a couple 
of weeks and take off where Mr. Miller finished with the testimony 
and decide this problem of public against private power. 

Mr. Biarnix. I must say that I am wholly in accord with the ob- 
jective of your bill. I think it was presented with earnestness and 
with conviction. I must confess, though, that I am puzzled by this 
aspect. 

We have 5 measures before the committee, 4 of them from the 
State of New York, representing 4 divergent points of view. The 
four parties are represented in the room here today. I do feel that 
if they assembled and came to an agreement, whatever measure you 
agreed upon, you would find a majority of this committee, and per- 
ha aps of the House, would go along to give you the power, to help the 
State of New York get the power, which all parties have testified is 
so urgently needed, especially i in the immediate future. 

I thank the gentleman for his statement. 
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Mr. Rapwan. Because of the observation you made, Mr. Chairman, 
I would like to add this. I don’t consider my bill one of the divergent 
views, do you? 

Mr. Buiarnik. It is another approach to this whole problem. 

Mr. Rapway. I want to repeat that this bill calls for construction 
only, and any other bill is a natural extension of my bill. My bill is 
not inconsistent with any other bill before this committee. And I 
don’t think it would be subject to any litigation. I don’t think it 
would be subject to any delay. But the result would be that 5 years 
from now, when this problem is decided by the Congress, the Army 
Corps of Engineers would say “Here is the key. Go ahead, now, and 
market this power.” 

Thank you, gentlemen. 

Mr. Buarnrx. Thank you for this very persuasive statement. 

Mr. Buarnix. I have two insertions here. First, a communication 
from the American Federation of Labor of the State of New York, 
addressed to Hon. Charles A. Buckley, chairman; and a com- 
munication from the Commerce and Industry Association of New 
York, addressed to Hon. Charles A. Buckley, chairman. 

(The documents are as follows :) 


COMMERCE AND INDUSTRY ASSOCIATION OF NEW YORK, INC., 
New York, N. Y., June 8, 1955. 


Re Niagara power—A project for private enterprise: H. R. 142, Miller; H. R. 
420, Dondero; H. R. 5377, Radwan; H. R. 5706, Buckley ; H. R. 5878, Davidson. 


Hon. CHARLES A. BUCKLEY, 
Chairman, House Public Works Committee, 
House Office Building, Washington 25, D.C. 


DEAR CONGRESSMAN BUCKLEY: The Commerce and Industry Association of 
New York requests the opportunity of testifying before your committee at its 
hearings on the several proposals now pending before Congress with respect to 
development of hydroelectric power from the Niagara River. 

It is also requested that views of this association as expressed in this com- 
munication be recorded as part of the record of these hearings. 

We most strongly urge, for the reasons outlined below, that your committee 
report favorably the Miller-Dondero bills (H. R. 142, H. R. 420) and that you 
reject all other legislation which would have the effect of mandating or bringing 
about the development of Niagara power by either the State or Federal Gov- 
ernment. 

At a luncheon sponsored by Commerce and Industry Association on Septem- 
ber 16, 1952, Charles E. Wilson, former Director of Defense Mobilization, pin- 
pointed a specific area in which Big Government had carried on a progressive 
encroachment into fields properly belonging to private enterprise when he recom- 
mended that the Federal Government turn back to the people, as stockholders in 
business organizations, the various Government-operated power projects over 
the country. Since that time many members of the new administration have 
underlined this suggestion with deciarations supporting a swing away from pub- 
licly owned utilities. 

Mr. Wilson also pointed out in his talk that his suggested program not only 
would provide a sizable source of tax revenues to local, State and National 
yovernments but also would offer to those who have that desire the opportunity 
to buy into and own a tangible part of American business enterprise and thus 
acquire a healthy personal interest in business. 

What applies to the National Government applies with equal force at the 
State level and is particularly appropriate at this time when some of our State 
officials are attempting to follow the path of that same progressive encroachment. 
With a foothold on one major river, they seek to expand their projected empire 
to another and then another and another. 

In the case of developing additional power from the Niagara River in New 
York, there is no need for Government to return an electric utility to the mil- 
lions of people comprising the investing public. There is no Government project 
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at Niagara and what is more there is no need, no justification, no purpose to be 
served by Government’s insertion of itself into business there. 

Five private utility companies now operating in the State are standing by to 
do the job in a joint effort. They have the experience, the distribution facilities, 
the financial ability, the technical and practical know-how, and the plans for 
constructing and operating a $400 million installation—and at neither risk nor 
cost to the taxpayers of the State. Moreover, if given the chance to operate in 
private hands, this installation wil) produce new additional annual tax revenues 
in excess of $14 million to the State and local government units, plus about $9 
million to the Federal Government. Public operation, on the other hand, means 
loss of these annual tax revenues, plus loss of tax revenues on the tax-free bonds 
the State authority says it plans to issue. In effect, this means a subsidy by 
part of the taxpaying public to the favored group that would receive power from 
a public plant. 

Not a single cogent argument has been advanced for denying the private 
companies the opportunity for carrying out this job. There is no basis for 
government activity here whether Federal or State. There are neither naviga- 
tion, reclamation, irrigation, nor other problems of government interest alleged 
or actually involved. There is no giveaway of natural resources. All major 
progress in developing our natural resources has been and will continue to be 
made by private enterprise. The giveaway clearly would arise only in the event 
of public operation when some of our citizens would be forced to give away a 
tax revenue source and thus have to pay higher or other taxes to subsidize the 
favored chosen group. 

As to the will of the public, it is amply reflected in the fact that 32 of 41 Con- 
gressmen from New York State voted in favor of the ,rivate-enterp:ise-at-Niag- 
ara bill in Congress and all 32 have been reelected since casting that ballot. It 
also is reflected in the recent report of the association of town boards of the State 
revealing that 493 out of 500 towns casting a definite ballot favored private 
development at Niagara. And it is shown, too, by the action of State legislators 
from the Niagara district having introduced at the last session of the New York 
Legislature measures that would remove from the State power authority its 
recently granted jurisdiction over Niagara development. We emphasize the 
recent grant of this jurisdiction since despite statements intended to convey 
the thought that this is a time-honored State policy, the power authority was 
not given such jurisdiction until 1951 and then only for the purpose of removing 
the threat of Federal interference. 

Shorn of all extraneous argument, the basic issue is precisely what it was 
before the House of Representatives when it voted last year over 2 to 1 in favor 
of private development of Niagara power—are we to turn to socialism in hydro- 
electric power in New York or shall we adhere to principles of development by 
free private enterprise? 

Only the Miller-Dondero bills assure development by private enterprise. The 
Davidson bill (H. R. 5878) means State public development. The Radwan bill 
(H. R. 5877) calls for Federal construction. Your own bill (H. R. 5706) by 
virtue of the preference clauses of the Federal Power Act in effect mandates 
public development. 

Commerce and Industry Association, representing approximately 3,500 busi- 
ness organizations in the New York area, therefore most strongly urges that 
your committee report favorably either H. R. 142 or H. R. 420, and that you 
reject all other legislation. Niagara power is a project for private enterprise. 

Sincerely yours, 
THOMAS JEFFERSON MILEY, 
Executive Vice President. 





NEW YorRK STATE FEDERATION OF LABOR, 


Albany 10, N. Y., June 7, 195 


~t 


Hon. CHartes A. BUCKLEY, 
Chairman, Committee on Public Works, 
United States House of Representatives, 
Washington 25, D.C. 
DEAR CHAIRMAN BUCKLEY :We have followed carefully with great interest and 
anxiety the progress of congressional proceedings relative to the development 
of additional hydroelectric power at Niagara Falls. 
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We respectfully bring to your attention that the New York State Federation 
of Labor has been and is on record in opposition to the construction and opera- 
tion of this development by the State of New York. 

Your bill, H. R. 5706, would have the Congress abdicate its function of decid- 
ing this very important matter of public policy and delegate it to the Federal 
Power Commission. However, as you know, under the Federal Power Act the 
Commission would be required to permit New York State to displace private 
enterprise, which has pioneered in Niagara power development for over 50 years. 
Accordingly, the New York State Federation of Labor is opposed to your bill, 
as well as the bill introduced by Congressman Davidson, which also provides 
for public development by the State of New York. 

Our reasons for our opposition to State development are many. In the first 
instance, the power companies who have developed the resources of the Niagara 
River up to this time have in the opinion of most of our citizens in New York 
State performed a tremendous job, not alone in their own interest, but in the 
interest of the economy of all of our people. We know that these companies 
with the years of experience behind them can best further develop these 
resources more economically to the people of this State and other States who 
may be benefited thereby. 

We are opposed to public ownership and management, either Federal or State, 
because we, in organized labor, have learned many bitter lessons from agencies 
of government, either national or State, who have superseded work normally 
done under private contract and who have today formed governmental bu- 
reaus employing civil-service employees. We are aware that these bureaus are 
far more costly to our citizens with their hidden tax structure than the cost of 
electricity or any other commodity provided by private enterprise. 

We thoroughly believe that the average worker who has progressed because 
of his personal initiative in the private field becomes a stifled individual should 
he be compelled to succomb to being civil-serviced. 

May we respectfully point out that the organized workers of the State of 
New York do not propose to have their welfare directed or determined by any 
condes:ending official of the government, whether it be municipal, State, or 
national, n» matter how good the intention may seem to be. 

We are constantly striving for a higher standard of living, and in a great 
State such as ours it is unthinkable that we should take one of our greatest 
resources, which has been up till now constantly developed by private enter- 
prise, and reduce this great resource to a gigantic civil-service department or 
governmental bureau. We firmly believe that the experience of other States 
should be a warning to these people of our State in that under the guise of 
various forms of electrification programs the opportunity for collective bargain- 
ing among workers is no longer given recognition by these departments or 
commissions. 

Public power projects of whatever nature have these two things in common: 

1. A tendency to found a project justified by tax subsidy and then threaten 
or actually construct duplicating production and transmission systems to force 
the sale of privately owned facilities. 

2. A refusal to recognize our unions and also a refusal to live up to the con- 
ditions and benefits of wage scales, working hours, and other benefits which 
the unions have secured and acquired over the years by negotiations with pri- 
vately owned utilities. 

There is constantly the argument advanced by many that the Government can 
do the job more economically. That may be a valid argument in some places, but 
it is not a valid argument in New York State, for the power companies of our 
State have developed the know-how and reputation for getting a job done quickly 
and efficiently and, of all the resources available to the public, the power com- 
panies have, in our estimation, created an enviable record in this State. 

The fact that at Niagara only electric power is involved makes the proposal 
for public development even more serious. Up to now, public hydroelectric de- 
velopment has been justified because governmental functions such as navigation 
or irrigation or flood control have been involved. 

We have other reasons for being opposed to governmental control, be it State 
or Federal, of the building and management of this project and others like it. 
Just recently it has come to pass, true to the predictions we have previously made, 
that in the erection of power projects labor is better able to deal with private 
employers, as is abundantly brought out by the beginning of the erection of the 
facilities and powerhouse on Barnhart Island in the St. Lawrence River as part 
of a State and Province of Ontario undertaking. 
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The hostility and ruthless manner in which the chairman of the State power 
authority, Mr. Robert Moses, has been browbeating labor, both publicly and pri- 
vately, bears out abundantly our opposition to such management. The present 
status of that particular project is a national no-man’s-land as neither the State 
nor the Federal Government assumes responsibility so far as enforcement of 
labor laws and fair labor standards are concerned, notwithstanding the fact that 
the State wishes to but is prevented by the dictatorial attitude of Chairman Moses 
and the framework of the very act itself. 

Our many thousands of members working in the field of electrical supply have 
been constantly opposed to becoming civil-service employees forcing them to 
relinquish their bargaining rights with their employer and accepting instead a 
civil-service status inferior to their present advanced mode of living, which they 
have gained by collective bargaining. 

In conclusion, in New York Siate there is no need for, nor do we want, any 
governmental robots controlling the supply of power to our people. I can assure 
you that the people in the area to be served by this project, who are the people 
with the greatest concern, are tremendously in favor of development by the 
private utilities. 

We sincerely hope that your committee will give very deep and serious consid- 
eration to the points we make in this communication to you and reject any plea 
for so-called public development of the resources of the Niagara. 

I trust that this letter will be included in the record of the Public Works Com- 
mittee hearings on the Niagara power legislation. 

Respectfully yours, 



































H. C. HANOvER, 
Secretary-Treasurer. 


Mr. Biarnix. We have with us Mr. Whitman Daniels, director of 
public relations, Associated Industries of New York State, Inc., who 
wishes to present a statement for incorporation in the proceedings. 


STATEMENT OF WHITMAN DANIELS, DIRECTOR OF PUBLIC RELA- 
TIONS, ASSOCIATED INDUSTRIES OF NEW YORK STATE, INC. 





Mr. Dantes. My name is Whitman Daniels. I am director of 

public relations for Associated Industries of New York State, Inc. 

I have a prepared statement reaffirming the position of Associated 

Industries of New York State in support of the Dondero-Miller bills. 
Mr. Biarnix. Thank you very mack 

(The statement is as follows :) 


















STATEMENT OF WHITMAN DANTELS, DIRECTOR OF PUBLIC RELATIONS, ASSOCIATED 
INDUSTRIES OF NEW YORK Strate, INc. 






Mr. Chairman and gentlemen of the committee, my name is Whitman Daniels. 
I am director of public relations of Associated Industries of New York State, 
Inc., with headquarters at Albany, N. Y. We represent manufacturing and 
related enterprise, small and large, throughout New York State. In effect, we 
represent major consumers of electric power. 

I appear here to register the association’s support of the Dondero-Miller 
bills (H. R. 420 and H. R. 142) which provide for the development of additional 
power at Niagara Falls by the existing New York State electric companies under 
a license from the Federal Power Commission. 

Associated Industries of New York State signalized its support of the private- 
enterprise plan by vote of its board of directors in January 1952. We have re- 












iterated our stand on several occasions. We have not changed our position one 
iota. It is premised on firm conviction with respect to the advantages of com- 
petitive free enterprise. The competency and efficiency of the five pow ‘om- 
panies in' New York State who are ready, willing, and able to do the jou are a 
matter of clear record. Under the able and effective regulation of tie New 
York State Public Service Commission the public interest in this project is fully 
assured. The project will also be under the jurisdiction of the Army Corjs of 
Engineers, the International Joint Commission, and the Federal Power Com- 
mission. 
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The Dondero-Miller bills aim at benefiting all people of the State rather than 
any agency or corporation. The consumers whom we represent want the pri- 
vate enterprise proposal. 

For your record, and because it is representative of our membership at large, 
I submit a list of our board of directors. 

Associated Industries of New York State, Inc., urges the committee’s support 
of H. R. 142 (by Mr. Miller) and H. R. 420 (by Mr. Dondero). 


ASSOCIATED INDUSTRIES OF NEw YorK Stare, Inc., ALBANY, N. Y. 
BOARD OF DIRECTORS * 


A. C. Ackerman, The Ackerman Corp., Ballston Spa 

William R. Adanis, St. Regis Paper Co., New York City 

Ernest F. Barvoets, Williams Press, Inc., Albany 

Carlton Bates, The Solvay Process Division, Allied Chemical & Dye Corp., 
New York City 

Alexander M. Beebee, Rochester Gas & Electric Corp., Rochester 

Paul A. Cooper, Nestle’ Co., Inc., Fulton 

John H. DeKlyn, Aluminum Company of America, Massena 

Harry T. Eggert, National Biscuit Co., New York City 

Leston P. Faneuf, Bell Aircraft Corp., Buffalo 

A. D. Ross Fraser, Rome Cable Corp., Rome 

Arthur J. Gentholts, Republic Steel Corp., Cleveland, Ohio 

Norman J. Gould, Goulds Pumps, Inc., Seneca Faiis 

Car! 8. Hallauer, Bausch & Lomb Optical Co., Rochester 

Thomas J. Hargrave, Bastman Kodak Co., Rochester 

Walter C. Heckman, General Electric Co., Schnectady 

Martin F. Hilfinger, Tully Lake Park, Tully, N. Y. 

Ray C. Hinman, Socony-Mobil Oil Co., Inc., New York City 

Leon C. Hogg, American-LaFrance-Foamite Corp., Elmira 

George N. Hoover, Jr., West Virginia Pulp & Paper Co., Mechanicville 

Gerald P. Hull, Oval Wood Dish Corp., Tupper Lake 

E. K. Hyde, The Mentholatum Co., Buffalo 

David W. Jasper, Jr., Carrier Corp., Syracuse 

Frederick H. Knight, Corning Glass Works, Corning 

G. BE. Knowlton, Jr., Binghamton Laundry, Inc., Binghamton 

William L. Lewis, International Business Machines Corp., New York City 

Edmund F. Martin, Bethlehem Steel Co., Inc., Lackawanna 

O. J. Mitchell, Union Steel Chest Corp., Le Roy 

James F. Murray, Winsmith, Inc., Springville 

Richard H. Pass, Onondago Pottery Co., Syracuse 

James B. Reber, Columbian Rope Co., Auburn 

Miles E. Robertson, Oneida, Ltd., Oneida 

bE. D. Rollert, Harrison Radiator Division, General Motors Corp., Lockport 

A. E. Schobeck, Jamestown Malleable Iron Corp., Jamestown 

Guy W. Sharpe, Beech-nut Packing Co., Canajoharie 

Joseph R. Shaw, Associated Industries of N. Y. S., Albany 

Garth A. Shoemaker, Hygeia Refrigerating Co., Elmira 

Samuel M. Simpson, Little Falls Felt Shoe Co., Little Falls 

Harold D. Spencer, Western Printing & Lithographing Co., Poughkeepsie 

Howard A. Swartwood, Endicott Johnson Corp., Endicott 

Lewis B. Swift, Taylor Instrument Co.’s, Rochester 

John L. Train, Hart & Crouse Co., Utica 

Henry W. Wendt, Buffalo Forge Co., Buffalo 

Maxwell S. Wheeler, 42 Saybrook Place, Buffalo 

Keith Williams, Pratt & Letchworth, Buffalo 

BK. Allan Williford, Link Aviation, Inc., Binghamton 

A. E. Winger, Crowell-Collier Publishing Co., New York City 


Mr. Buarnix. We have a Mr. Robert E. Ginna, executive vice presi- 


dent, Rochester Gas & Electric Corp., Rochester, N. Y. Mr. Ginna, 
do you have a statement to submit ? 


1Two vacancies to be filled. 
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STATEMENT OF ROBERT E. GINNA, EXECUTIVE VICE PRESIDENT, 
ROCHESTER GAS & ELECTRIC CORP., ROCHESTER, N. Y. 


Mr. Ginna. Mr. Chairman, and members of the committee, my name 
is Robert E. Ginna. I am the executive vice president and general 
manager of the Rochester Gas & Electric C orp., which is 1 of the 5 
companies. As you know, we are served in the area of Rochester, 
N. Y., and extend down to the Pennsylvania border in the so-called 
marketing area for Niagara power. It is late, gentlemen, and I have 
a prepared statement, copies of which I have given to Mr. Tierney. 
I urge and hope that each member of the committee will read the 
statement from my company, because I think it deals especially with 
an aspect of this problem which should have serious consideration 
from the committee. 

Thank you very much. 

Mr, Buatnik. "Thank you. 
(The statement is as follows :) 











STATEMENT SUBMITTED FOR THE RECORD BY Ropert E. GINNA, EXECUTIVE VICE 
PRESIDENT, ROCHESTER GAS & ELECTRIC CorP., ROCHESTER, N. Y. 


The Rochester Gas & Electric Corp. serves an important New York State area. 
Over 500,000 people live in the metropolitan area and thousands more live in the 
surrounding rural sections. Rochester is well known for its many industries 
essential to the national defense. With its optical and electronic industries, 
Rochester has often been called the eyes and ears of American defense. 

The Niagara power-redevelopment project is one of the largest and most 
economical undeveloped power sits in the country today, and the site is only 
a short economical transmission distance from Rochester. Its people and indus- 
tries, including the Rochester Gas & Electric Corp., have a recognizable interest 
in how this additional Niagara power is produced and made available. While 
the company is interested in the project from the standpoint of the people and 
industry in its service area, it realizes that people throughout the State have 
a similar and equal interest. 

It is repeatedly said that Niagara’s power belongs to all the people of the 
State of New York. This being true, it follows that the power should be made 
available to all the people of the State of New York on fair and equal terms. 

It would seem that all could agree to this. Yet those who constantly emphasize 
the point that this power belongs to all the people are those least willing to 
sponsor legislation that would truly and genuinely make it available to all the 
people. 

There is only one way that the power from Niagara can be made available 
equally and fairly to all the people without-favor and special privilege and that 
is through the legislation sponsored by Representative William Miller of New 
York and Representative George Dondero of Michigan to authorize construction 
of the project by the companies. 

Under this legislation the companies would construct the project and the 
power would be marketed through existing electric systems. Regardless of who 
produce the hydropower at Niagara, it must be mixed with the companies’ steam 
power before it is of any practical use to all the people. Only by making use of 
the electric companies’ existing steam-generating and transmission systems can 
the power at Niagara be taken to people so as to have greatest value to them at 
the lowest possible cost. There is no other way. This fact is freely admitted 
by Army engineers and by the Federal Power Commission but not by the spon- 
sors of the State development plan. 

What is good for all the people of the State of New York is best for the people 
of Rochester. The fact that the Miller-Dondero proposal is the most efficient and 
economical way to make the power at Niagara available to all the people explains 
why the people of Rochester and this defense-important area support the con- 
struction of this project by the five New York State companies. 

There seems to be a serious dispute between the various public-power groups 
in New York State on the question of preference and the construction of trans- 
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mission lines to market the power to preference customers. We are of the opinion 
that this matter should be quickly resolved by agreeing that everyone should have 
a preference to this power, that it should be distributed fairly and equally 
without any group or locality receiving special consideration. If the Niagara 
power belongs to all the people, all the people should have preference, not just 
certain special groups. To the extent that some localities and groups are given 
special treatment, to that extent people and industry in Rochester are denied 
what is rightly theirs—economic power which the area can use. 

We do not believe any real advantage can be obtained by State construction of 
the project. The State can do nothing that the companies cannot do, and State 
construction only complicates the power picture throughout the State by adding 
a needless instrumentality. As already noted, the State cannot do this job 
without the electric companies, but the electric companies can do the job alone— 
regulated by the New York State Public Service Commission. 

What is more, the companies can make the benefits available to the greatest 
number of people—the State cannot do this this unless it does it through the 
companies. That the New York Power Authority does not intend to do this is 
evidenced by the steps it has already taken to market St. Lawrence power on a 
preference basis. 

As to costs, the companies can produce the power and make it available just 
as cheaply from the standpoint of the overall economy as can any other entity, 
Federal or State. Power is cheap and ample in this country and in New York 
State because the electric companies have made it so. It is cheap because of 
our technology, engineering, and operating practices. It is not cheap because 
some groups can avoid costs like supporting essential governmental services by 
shifting their fair share of taxes to others. 

For these reasons, the Rochester Gas & Electric Corp. urges prompt considera- 
tion of legislation authorizing the five New York State electric companies who 
are willing and waiting to build this project to proceed immediately. 

Mr. Buarntx. The final witness today is Mr. C. I. Weaver, pre- 
senting a statement in behalf of the Chamber of Commerce of the 
United States. Mr. McGregor, will you present Mr. Weaver? 

Mr. McGrecor. Mr. Chairman and’ members of the committee, 
is a privilege now to present and to introduce to you a very close friend 
of the McGregor family for a number of years. We who know him, 
know him as Cy. TI looked twice when I read his initials “C. I.” and 
then looked around to see if Cy was here. and I found him. 

IT am sure after you hear his testimony, you will agree with me he 
isareal American. Cy, we are glad to have you with us. 


STATEMENT OF C. I. WEAVER ON BEHALF OF THE CHAMBER OF 
COMMERCE OF THE UNITED STATES 


Mr. Weaver. My name is C,. I. Weaver. Iam a director and former 
president and chairman of the board of the Ohio Fuel Gas Co., Co- 
lumbus, Ohio. I also am past president and chairman of the board 
of the Ohio Chamber of Commerce. 

T appear today in behalf of the Chamber of Commerce of the United 
States, of which I am a director and a member ofthe natural resources 
committee. I have with me here Mr. Donald W. VanTuyl, a member 
of the natural resources committee staff who helped in the prepara- 
tion of the material. 

The national chamber recommends enactment of the Niagara Re 
development Act of 1955 as proposed in H. R. 142 and H. R. 420. 
These bilis provide for the development by existing private utility 
companies of hydroelectric power at Niagara Falls under a license 
from the Feder: al Power Commission in accordance with terms of the 
‘ederal Power Act. 
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The chamber repeatedly has expressed the view that commercial 
generation of electric power is a responsibility of private enterprise. 
Any invasion by government into this area weakens the foundation 
and threatens the existence of a free economy. Such invasion consti- 
tutes unfair competition with the utility industry, increases the cost 
of government, and impairs local initiative. 

The chamber supports H. R. 142 and H. R. 420 because they declare 
‘i it development of additional power at Niagara should be undertaken 
v private enterprise. From evidence presented before committees 

o3 Congress, it 1s clear that five private utility companies in New 
York State are prepared to commence construction of the project 
immediately. 

These companies acting together desire to add approximately 1 
million kilowatts of capacity to existing privately owned generating 
facilities. They are ready to finance and build this $400 million 
project and make the electricity available to all customers in New 
York and adjacent States. They will use funds borrowed from in- 
vestors and stockholders. Their objective will be to produce electric 
power at a salable price for consumer use. All of their operations 
will be subject to regulation and taxation by Federal, State, and local 
governments. Consumer electric rates will be, and are now, regulated 
by the New York State Public Service Commission on a ¢ ost-of-service 
basis. 

All of this assures adequate protection of the public interest in the 
water resources of the Niagara River. 

The chamber believes that the utility companies will produce power 
more quickly and more economically than any other group or agency 
because— 

1. For more than 50 years they have operated powerplants at Ni- 
agara. 

2. For more than 30 years they have been ready with plans to com- 
plete the development when more water became available. 

3. The company plans are in agreement with requirements of the 
Federal Power Commission and the Army Corps of Engineers. 

The Niagara project is strictly for power production and there- 
fore has no relation to any proper water resource development func- 
tion of government, either State or Federal. 

Company development will provide now low-cost electricity with- 
out using tax money of State and Federal Governments. 

6. Company development will result in substantial new tax revenues 
to local, State, and Federal Governments. It has been estimated that 
the companies will pay more than $23 million a year in new taxes, 
including an additional $3.1 million to the State of New York for 
the use of the water. 

7. Company plans include complete preservation 
beauty of the Niagara Falls and River area. 

The chamber opposes H. R. 5377 because it would authorize con- 

‘tion of power facilities by an agency of the Federal (Gover! 

the Army Corps of Engineers. Furthermore, under H. R 

7, disposition of the power would have to be determined at some 
later time by another act of Congress, 

This bill provides that if title of ownership be transferred from the 
{vovernment, the Government would be reimbursed the full cost of 
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construction. However, that assumes that total construction costs 
will be held to a level that would make possible private purchase. 

We believe that construction by the Army engineers would create 
many new problems more difficult to solve than the present single 
question of ownership and disposition of the power. For example: 

Adherence to section 5 of the Flood Control Act of 1944 would 
result in ultimate marketing of the power by the Department of the 
Interior. Under these circumstances, the Federal Government would 
be less likely to relinquish its control of the facilities. 

The Government would be required to condemn and purchase 
propery now owned by the private utilities in order to construct the 
project, thus reducing local tax valuations and increasing the burden 
on other taxpayers. 

3. Federal expenditures would be increased by $400 million. 

H. R. 5377 raises the question of policy concerning methods and 
procedures for the disposition of power. We submit that, historic: ally 
and logically, the established policy with respect to Niagara power 
calls for development by private enterprise. 

As has been noted in the testimony heretofore, there has been no 
power project, pure power project, developed by the Federal 
Government. 

I want to add one other little statement there. I have the temerity 
to suggest that you gentlemen who are quite familiar with procedures 
will recall and review the disturbing factors that resulted at a place 

called Tuttle Creek on the Blue River of the Kansas River, part of 
the Missouri system, and the Army engineers went in without a full 
knowledge of what they were going to do, and you know the results. 

I just ask you to please give consideration to that incident as another 
thing that might happen if you pass this bill, H. R. 5377. 

To resume: H. R. 5706 and H. R. 5878. The chamber opposes 
H, R. 5706 because it would result in development of Niagara power 
by an agency of the State of New York, the New York State Power 
Authority. While the bill would authorize the project “in accord- 
ance with existing general laws of the United States,” it must be 
assumed that it intends to permit the Federal Power Commission to 
determine which of two or more applicants should be licensed. Since 
the Federal Power Act specifies that preference must be given to 
public bodies in the issuance of licenses, the Power Authority of the 
State of New York obviously would be in a favored position. 

The chamber also opposes H. R. 5878 because it specifically author- 
izes and directs the Federal Power Commission to issue a license 
tothe New York Power Authority. 

In ratifying the Power Development Treaty of 1950 with Canada, 
the United States Senate reserved the right to provide by act of 
Congress for redevelopment of the Niagara River. If that reserva- 
tion had not been made, the Federal Power Commission would have 
retained complete authority to issue a development license under 
the terms of the Federal Power Act. Legislation such as we are dis- 
cussing here today would not have been necessary. The existing pri- 
vate utilities would have filed an application for a development license 
with the FPC, and the FPC probably would have authorized them 
to proceed. 

The Senate reservation, however, caused a departure from this 

normal pattern of licensing waterpower Sarclamania. Now, two 
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prospective applicants appear ready and willing to undertake the 
project. The New York Power Authority, by reason of State legis- 
lation especially enacted in 1951, was empowered to extend its juris- 
diction to the Niagara River, whereas previously its activities were 
limited to the St. Lawrence River project. Previous congressional 
hearings indicate that the power authority entered its bid for Niagara 
power only as a defense against the threat of Federal development. 
The proposed State development now is in opposition only to the bills 
H. R. 142 and H. R. 420. 

Proponents of State development claim that development by exist- 
ing utilities would take Niagara River water away from the people 
of the State. The fact is that identical use of water would be made 
by either State or industry. The advantage of private development is 
that the State would be paid approximately $5 million per year for 
the right to use the water as it flowed past New York State from Lake 
Erie to Lake Ontario. 

Proponents of State development also claim that a State-owned 
power system would provide lower rates for rural and domestic cus- 
tomers in the Northeast. The fact is that the power would cost essen- 
tially the same regardless of who produces it. Final power rates would 
be lower in a State-owned system only through subsidy by virtually 
complete tax exemption. State dev elopment ‘would create $400 mil- 
lion of tax-exempt property. Thus, in the end, State and Federal 
Treasuries would lose, and the power users would have part of their 
bills paid by other taxpayers. Furthermore, both H. R. 5706 and 
H. R. 5878 contain provisions which would establish preference in 
the sale of project power to certain classes of customers, thus com- 
pounding the subsidy provided toa favored few. 

Summary: The chamber of commerce of the United States believes 
that the five electric companies can and will develop additional power 
at Niagara in the best interest of all concerned. The company plan 
adequate ly safeguards the public interest in the scenic beauty and the 
use of the waterpower resources. Al] phases of the operations will be 
caper vised and regulated by appropriate State and Federal agencies. 
Such de velopment will require no expenditure of public funds but 
instead will add substantially to local, State, and Federal Treasuries. 
On the contrary, none of the other proposals for Niagara power devel- 
opments can accomplish all of these objectives. 

The chamber urges this committee to report favorably on either 
H. R. 142 or H. R. 420. 

That concludes the statement. 

Mr. Biuatnix. Thank you, Mr. Weaver. 

(Questions on my right ? 

(No response. ) 

On my left? 

(No response. ) 

Thank you, Mr. Weaver. 

The testimony is completed. The committee will resume hearings 
at 10 o’clock tomorrow morning. Opening the presentations will be 
Senator Lehman in behalf of his own bill. We have about nine spokes- 
men for different groups. We have the commercial groups, business 
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groups, the Public Power Association, the REA, and we would like 
to dispose of those, if at all possible, tomorrow. I hope we will confine 
the hearings much better than we did today. 

The meeting is adjourned. 

(Whereupon, at 4:45 p. m., the subcommittee recessed until 10 
a. m., the following day, Friday, June 10, 1955.) 
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FRIDAY, JUNE 10, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Rivers AND Harsors OF THE 
CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:10 a. M., in 
room 1302, New House Office Building, Hon. John A. Blatnik, chair- 
man of the subcommittee, presiding. 

Mr. Biarnix. The meeting will please come to order. 

We are resuming hearings on several measures relating to the devel- 
opment of Niagara power. 

Is Mr. Don Wickham, president of the New York Farm Bureau, 
here? 

Mr. WickHam. Yes. 

Mr. Buatnrx. Mr. Wickham, I believe that you have an engagement 
and must be leaving to catch your train. Will you make your brief 
presentation now ¢ 


STATEMENT OF DON. J. WICKHAM, PRESIDENT, NEW YORK FARM 
BUREAU, INC. 


Mr. Wicxuam. I would like to do so, if I might. 

Mr. Buatnrx. Mr. Don J. Wickham, president of the New York 
Farm Bureau Federation. 

Mr. Wickham, do you have a prepared statement which we may in- 
sert in the record of the hearings? 

Mr. Wicxmam. Yes. Mr. Chairman and members of the House 
Public Works Committee, I want to thank you for this opportunity 
of appearing at this hearing 

My name is Don J. Wickham, president, New York Farm Bureau, 
Inc., and I farm at Hector, N. Y., specializing in cherries, peaches, 
and grapes. The New York Farm Bureau is composed of more than 
70,000 members located in the 56 agricultural counties of the State. 

New York Farm Bureau, by action of the official delegates of our 
56 county farm bureaus, has a firm position on development of hydro- 
electric power at Niagara as expressed in resolutions unanimously 
adopted in the last 3 annual meetings. I hereby quote the resolution 
establishing the position of the New York Farm Bureau: 

Be it resolved, That in all cases where feasible we favor development of hydro- 
electric power by private enterprise rather than by government. 

In connection with government production of hydroelectric power the power 


produced should be sold to existing distributing companies and government 
should not enter into power distribution. 
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The private-enterprise system, which made this country great, cannot be 
strengthened and improved by government denying private enterprise the op- 
portunity to perform the services it is able and capable of performing with 
private capital. 

This resolution setting forth our position is aimed primarily at 
hydroelectric power at Niagara, but is sufficiently general to cover 
hydroelectric power on the St. Lawrence. 

We have not considered that hydroelectric development on the St. 
Lawrence is feasible insofar as development by private enterprise is 
concerned. Therefore, in the case of the St. Lawrence project, the best 
course has been chosen, namely, development by New York Power 
Authority, providing New York Power Author ity adheres to com- 
mitments that the power produced will be distributed by the private 
enterprise operating utilities. 

In connection with Niagara, the facts are clear that the project is 
within the ability of private enterprise to finance and operate. 

Arguments are set forth that government operation and construc- 
tion of the Ni: agara project would cost less and make ¢ urrent available 
at cheaper rates. It is our opinion that lower costs via government 
operation would be possible only because of tax exemption—Federal, 
State, and local. Such arguments are not sound in our opinion. Al- 
ready we are getting in this country, and particularly in New York 
State, too much tax- -exempt property for a healthy economy. 

From the standpoint of farm electrification, we have done very well 
in New York State. Approximately 97 percent of our farms are now 
electrified and the service is good. The great bulk of our farms are 
served by private utilities. A relatively small number of farms are 
served by REA cooperatives—most of which are located a long dis- 
tance from the St. Lawrence or Niagar: 

The preference clauses which enter into Federal projects and which 
may enter into projects of the New York Power Authority whereby 
preference is given to municipal and REA cooperative consumers are 
unsound and should be most vigorously opposed by rural people. 
While such clauses may be good vote-getting devices, they are wholly 
unsound and undesirable from the point of view of the great bulk of 
rural people. Should the Niagara project get into the hands of gov- 
ernment, either State or Federal, where preferences might be given 
to municipalities and cooperatives, the great bulk of farm folks in 
New York State would find themselves in an unfavorable a. 
Certainly, municipalities would be inclined to take over existing 
utility facilities in their municipalities to get in on the tax- Leateeniit: 
government-subsidized, so-called cheap power paid for by everyone 
else. This would leave farmers in the areas involved with higher 
rates, for the existing utilities would have no alternative other than 
to charge rural eustomers higher rates to make up for loss of business 
in such municipalities. 

The New York Farm Burean stands firm for the development and 
strengthening of the private-enterprise system in contrast with gov- 
ernment attempting to become all things to all people. Private enter- 
prise cannot be strengthened by government siphoning off oppor- 
tunity to perform functions that private industry is capable and able 
of performing. 

It may sound strange for the New York Farm Bureau to resist 
government development of power at Niagara, in view of the fact 
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that taxpayers in New York State have poured millions of dollars 
into other parts of the country for government power projects. This, 
however, is no logical reason why we should be a party to further 
invasion by government in the development of Niagara and the 
siphoning off of private-enterprise opportunity with a ‘further addi- 
tion of tax-exempt property. 

While it is true that both major political parties in New York 
State for years have been trying to get government control of Ni- 
agara, it is our observation that their platform declarations have 
come from the top down rather than from the grassroots up. 

Those seeking government operation of Niagara either by the New 
York Power Authority or by the Federal Government, emphasize 
that Niagara belongs to the public and that it should be developed 
for the benefit of all the people. 

When preference clauses are used under government operation, 
which could certainly happen should Niagara be developed by the 
Federal Government and which might happen if developed by the 
New York Power Authority, then it is clear that Niagara power bene- 
fits would be for preferred groups in municipalities and cooperatives 
at the expense of the rest of the people. 

In our opinion the people of the State can be best and most equitably 
served by Niagara when the power is generated under private enter- 
prise and distributed through the existing operating companies. 
Only in this manner can it benefit all of the people in the State. 

Development and operation of the project and distribution of the 
current generated by private utilities would be under the closest 
supervision by the public service commission and the Federal Power 
Commission, the job of which is to protect the rights and the inter- 
ests of the people. 

Mr. Biarnik. Thank you very much, Mr. Wickham. 

Are there any questions from my right ? 

(No response. ) 

Mr. Buatnitk. Any questions from my left ? 

(No response. ) 

Mr. Buarnix. Thank you very much, Mr. Wickham. 

Mr. Leland D. Smith, master of the New York State Grange. 

Mr. Smith, will you please take the stand ¢ 


STATEMENT OF LELAND D. SMITH, MASTER, NEW YORK STATE 
GRANGE 


Mr. Suirn. Mr. Chairman and members of the Public Works 
Committee, I have a copy of this which will be available for the rec- 
ord, if needed. 

I am a dairy farmer and general crop farmer, and I am here 
before your committee this morning as an act of courtesy by you to 
represent the New York State Grange, an organization composed 
of approximately 135,000 rural and ‘smalltown folk, an organiza- 
tion made up of people in the lower and medium income brac ket, who 
are all taxpayers and who believe very sincerely in the American 
system that has built this great country of ours to where it is today, 
namely, the free-enterprise system. 

I want it understood that I am not appearing here in behalf of any 
corporation or company, but only in what we of the Grange believe 
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to be the interests of all the people who live within transmission range 
of Niagara Falls. 

‘The whole subject seems to boil down to the decision between two 
issues—State owned and controlled, subsidized power; or power pro- 
duced under the management of companies or corporations, built in 
the first place by the sale of bonds which are not tax exempt; operated 
by these companies or corporations who will pay into the local, State, 
and National Treasuries several millions of dollars yearly at a time 
when the local municipalities and New York State government are 
casting about desperately to find something on which they can broaden 
the tax base; also at a time when Federal Government is turning 
thumbs down on the sale of tax-exempt bonds. 

Everything in the book of the Grange organization, both in New 
York State and nationwide, points to the fact that there is nothing 
in favor of subsidized power at Niagara. One brief statement from 
the records of our last National Grange session, held at Spokane, 
Wash., in November 1954, contained in the report of the committee 
on national welfare, of which I was a member: 

We believe that as long as the Federal budget is unbalanced and the National 
Government is heavily in debt Congress should exercise restraint in appro- 
priating public funds for the development of national resources unless the 
development is essential to the national welfare and development by private 
enterprise is impossible. We recognize that Government participation is some- 
times needed and desirable in the following situations: (1) when the capital 
required is greater than can be obtained from private enterprise; (2) when 
private enterprise does not meet the resources needs after a reasonable time. 

Our own New York State Grange has for years been on record 
favoring private development of Niagara power, and I quote from 
the 1954 journal of proceedings a resolution adopted by the delegate 
body assembled at Jamestown, N. Y. 

Whereas the State and National Grange has always favored private enter- 
prise; and 

Whereas free enterprise reduces public indebtedness ; Therefore, be it 

Resolved, That the New York State Grange do all in its power to establish a 
more efficient use of transportation, power development and farm operations 
which promote private or free enterprise. 

We of the grange believe that the Niagara power should be devel- 
oped by private enterprise for a good many reasons. 

l. It is purely a power project. It does not involve navigation, 
Hood control, reclamation, or irrigation. 

The project is simply an addition to the existing hydroelectric 
deve elopment at Niagara, in which private enterprise pioneered some 
60 ‘pee: ago. 

A Government constructed and controlled project at Niagara 
wouk 1 open the way possibly for Government control in all types of 
enterprise and industry, including the farming industry, and you are 
all familiar with the fact that the f farming industry by and large, and 
specially in New York, would much prefer to do its own thinking. 

4. Private development at Niagara would involve, as I understand, 
the expenditure of appr oximately $400 million which would be used 
for the purchase of goods and services necessary to the erection and 
maintenance of such development. This, we think, would be much 
preferred rather than having $400 million of tax-exempt bonds issued 
because we need the some 23 million tax dollars that would flow into 
the main channels from such a development each year. 
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5. Unlike certain undeveloped areas of the country which have been 
granted tax subsidies in the form of tax-free power, New York State 
is a fairly well developed area and does not require any tax subsidy 
at the expense of the general taxpayers with the incumbent govern- 
mental restrictions that certainly go along with a subsidy. 

6. The 15-plus millions of people are well served by the present 
private utilities, i. e., approximately 98 percent of them are; the bal- 
ance are taken care of by municipal plants. 

7. We cannot see where a shift in operation would be at all valuable 
from a monetary standpoint, because our average residential and farm 
electric rates per kilowatt-hour are now below the cost of Government- 
operated plants in the Northwest, such as Coulee and Hoover. Our 
average residential rate is 0.023 cent per kilowatt-hour. 

Mr. Donprro. Will you read that figure again? I did not hear it. 

Mr. Smiru. The average residential rate is 0.023 cent per kilowatt- 
hour. The farm electric rate is 0.0196 cent. The average amount 
used residential is 2,685 kilowatts per month; the average farm con- 
sumption is 5,550 kilowatts, in contrast to the national average of 
(0.0269 per kilowatt. The price per kilowatt has been steadily declining 
with the increased use of power in New York State, and, of course, 
is very unlikely to advance because of the watchful eye of the public 
service commission, which, as you all know, has jurisdiction over the 
rate structure. 

8. We of the grange cannot see a reason why we should be in op- 
position to the other agricultural groups in the State, the business 
people, Rotary and Kiwanis clubs, chambers of commerce, labor, the 
supervisors association of the State, and other civic groups that are 
working to keep this America of ours from going under socialistic 
regime. The only people or organization that we oppose are the ones 
who wish and are advocating a scheme of things where all will be 
centrally controlled. 

President Eisenhower has stated that the Niagara issue should be 
resolved in accordance with the wishes of the local people concerned. 

The grange is a nonpolitical organization and is only working for 
what we consider to be the best interests of dll people concerned. The 
delegate body of our State grange, comprised of people who are tax- 
payers in New York coming from 56 counties in the State (the counties 
comprising greater New York do not have grange organization in 
them) have voted unanimously time and time again to allow private 
companies or corporations to develop the additional power at Niagara, 
and they fully realize that the existing corporations, namely Niagara 
Hudson, Consolidated Edison, New York State Electric & Gas, 
Rochester Gas & Electric, and Central Hudson Power, are the only 
ones that can obtain the capital necessary to do the work. 

We of New York do not hold any brief against these companies 
because their service and their rates are very favorable, and it appears 
to us that with the increased facilities these present rates would be 
lessened. 

I want to thank you for this opportunity as an executive head of 
New York State Grange to present to your body some of the reasons 
why we feel that you, representing the taxpaying people of this land 
of ours, should give every consideration to the Miller-Capehart-Don- 
dero bill for the development of additional hydroelectric power at 
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Niagara under the sponsorship of private enterprise, and we trust that 
you will see the way clear to enact it into law. 

Mr. Biarnrk. Thank you very much, Mr. Smith. 

Are there any questions from my right ? 

( No response. ) 

Mr. Biarnik. Any questions on my left ? 

Mr. Scupper. I have just one question. 

Mr. Smith, you feel that if the private power companies construct 
this project they will then feed that into the various companies that 
are distributing power, and thereby everybody will be getting an equal 
benefit from the power developed, rather than some favorite cus- 
tomers? 

Mr. Smiru. That is right, sir. As you say, I think it would be 
equally divided among all, rather than go out through preference 
groups. 

Mr. Scupper. Thank you. 

Mr. Biarnix. If there are no other questions, thank you very much. 

The chairman of the full committee, Mr. Buckley, is recognized. 

Chairman Buckiey. Members of the committee, I would like to 
have a telegram read to this committee which I received from Governor 
Harriman, the Governor of New York State. I would like to have 
Mr. Tierney read the telegram, and when it is completed I would like 
to have it made a part of the record. 

Mr. Buarnrx. The counsel, Mr. Tierney, will read the telegram. 

Mr. Tierney. Western Union telegram dated June 9, 1955, addressed 
to Hon. Charles A. Buckley, Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C.: 


You have before your committee a bill which would authorize five utility 
companies of New York State to develop the additional waterpower on the 
Niagara made available by the treaty of 1950 with Canada. As Governor of 
the State, I wish to bring to the attention of your committee that such a bill 
would fly in the face of the long-established policy of the people of our State. 

It also seeks to take away from the State the benefit of the ownership of the 
bed of the river and the water which flows over it—inalienable possessions of 
the people of New York. The State policy is contained in a statute enacted in 
1931 by Republican legislature and signed by a Democratic governor. 

Every governor since then and every legislature since then has adhered to 
that policy. This policy has been sustained by the highest court of our State 
and by the Supreme Court of the United States. The private utility bill attempts 
to wrest from the State the hard-won victories of the people in their determina- 
tion to preserve the waterpower resources and the scenic beauties of Niagara 
against the self-seeking utilities companies. The bill would turn the clock back 
35 years. 

It seems incredible that the Congress would think of passing the bill of the 
utility combine, but if such occurs I assure you and the members of the committee 
I will spare no effort in establishing the unconstitutionality of the bill. If neces- 
sary the fight will be carried to the United States Supreme Court and we have 
no doubt of the result. 

The tragedy would be that in the meantime Canada would use all of the addi- 
tional waterpower and the people of New York State would be deprived of it. 

All the State of New York is asking of Congress on the Niagara frontier is 
the same treatment accorded to it on the St. Lawrence—the very same river. 
On the St. Lawrence the power authority has been financed on favorable terms. 
The New York State part of the project and construction is well underway and 
will be completed in record time. 

AVERELL HARRIMAN. 


Chairman Bucxtiry. May I ask that that be made a part of the 
record. , ' 
Mr. Buarnrk. Without objection, it is so ordered. 
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Mr. Donpero. Mr. Chairman, will you defer for a moment! You 
also received a telegram yesterday from three members of the New 
York State Assembly. I hope my fine chairman will also put that in 
the record. 

Chairman Bucktey. That will be done. 

Mr. BuatntK. Without objection, it is so ordered. 

Mr. McGreeor. I would like to make a request that our counsel 
read that telegram. 

Mr. Buatrnix. Does Mr. Dondero have that ¢ 

Mr. Donpero., I have a copy of it. 

Mr. Biatntx. Will you read the copy of that, Mr. Tierney ¢ 

Mr. Tierney. Yes, sir. 

Copy of telegram sent June 8, 1955, to the Honorable Charles A. 
Buckley, Chairman, House of Representatives, Public Works Com- 
mittee by Earl W. Brydges, New York State Senator, 52d District; 
J. E. Hollinger, assemblyman, First Assembly District, Niagara Coun- 
ty; Ernest Curto, Assemblyman, Second Assembly District, Niagara 
County: 


As the State senator and the assemblymen representing the Niagara frontier 
district, we oppose either State or Federal development of the waters of the 
Niagara River so long as private enterprise is able and willing to continue that 
development under proper regulation and under equitable diversion rentals. 
The views we now express were publicly stated at the time of the close of the 
1951 legislature and again were asserted in 1953 and made a part of the hear- 
ings before the Public Works Committee of the United States Senate during 
the 2d session of the 88d Congress. 

Our position again was emphasized at the outset of the 1955 session of the 
State legislature by our introduction of a resolution memorializing the Con- 
gress to enact such appropriate legislation as would authorize and direct the 
Federal Power Commission to issue a license for construction and operation of 
the Niagara redevelopment project by private enterprise. Further, at the time 
of the adoption of the supplemental budget by the 1955 legislature, we made 
known our position that our approving vote on a supplemental budget bill con- 
taining a $200,000 appropriation for the State power authority did not in any 
way imply that we favored the Niagara redevelopment by the power authority. 
An analysis of the action taken on the principal budget and the supplemental 
budget with respect to the first instance appropriation to the power authority 
for work on the Niagara, indicates the very strong support, at least among 
Republican members of the New York State Legislature, for private develop- 
ment of the Niagara. 

The New York Power Authority Act, passed in 1931, did not include the 
Niagara River. In 1951, we voted to extend the act to include the Niagara 
only because at that time there had been introduced into the Congress of the 
United States the Lehman-Roosevelt bill providing for Federal development 
of the Niagara, and because the obvious intent of the then administration in 
Washington to nationalize the entire power industry of the United States made 
it difficult to pass any bill for such redevelopment by private enterprise. 

We voted, therefore, for the Power Authority Act extension only as a defense 
against Federal development and not as an offense against private enterprise. 
It was our understanding that the avowed purpose of that State legislation and 
of proposed Federal legislation which would have authorized the power authority 
to undertake the power project, was to defeat a Federal development at Niagara 
and not to exclude private enterprise, whose proposals to develop further the 
waters of the Niagara, when additional waters became available, had been a 
matter of public knowledge and record for many years. 

Had we thought that the day ever would come when the 1951 extension of the 
Power Authority Act to include the Niagara River would be used in efforts to 
drive ont of business those same private enterprise companies who have pioneered 
in power development at Niagara for more than 50 years, we never would have 
voted for such an extension. 
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Our position today is the same as it has been; namely, that so long as private 
enterprise is able and willing to undertake this project, we are opposed to its 
development by government, State or Federal. 

Ear. W. BRYDGEs, 
New York State Senator, 52d District. 
J. E. HoLLiInGer, 
Assemblyman, 1st Assembly District, Niagara County. 
ERNEST CURTO, 
Assemblyman, 2d Assembly District, Niagara County. 

Chairman Bucix.iey. Mr. Chairman, last night, when I left this 
meeting, I got a long-distance telephone ¢ ‘all from New York. I know 
that we agreed that we would have a 3- day hearing on this matter. 
However, I think as an act of courtesy to the former Governor of 
the State of New York, Thomas E. Dewey, that we should call a 
meeting for either Tuesday or W ednesday afternoon—and either 
one would be convenient to him—to enable ian to testify before this 
committee and express his feelings on the Niagara power. 

If that is agreeable to all of the members of this committee, I think 
we should do that. Of course, I agreed to the 3-day limit. However, 
being a Democrat and Mr. Dewey being a Republican, I would yield 
to Mr. Dew ey. Isaid that I wanted a special- -delivery letter from Mr. 
Dewey or his secretary, airmail special delivery. So I will have that 
today. 

Is that agreeable to the members of the committee ? 

Mr. Donprro. Just 1 afternoon of 1 day, Mr. Chairman ? 

Chairman Bucktey. Just for 1 afternoon. 

Mr. Buarnix. Mr. Chairman, shall we wait for the receipt by you 
of the special-delivery letter ? 

Chairman Buckuey. That is right. If I do not get the special- 
delivery letter by Monday, we will close the hearings. 

Mr. Buarnix. So the members may keep in mind next Tuesday 
or Wednesday as the final closing date of the hearings. 

Mr. McGrecor. I think we ought to take the word of our dis- 
tinguished chairman of the full committee, especially when he is 
cognizant of the desires of the Republicans of his State, which I know 
in fairness he is willing to recognize at all times. I think we ought 
to grant him permission, as a personal favor to him, on his personal 
request, that the former Republic Governor of his State be allowed 
to come before the committee and testify. 

Mr. Biarnrk. The hearing then will be all right. 

Mr. Mack. Is there any reason for an afternoon meeting instead of 
a morning one / 

Chairman Bucktey. I believe he had some business to attend to in 
Washington in the morning. I do not know what his business is. 

Mr. McGrecor. Off the record. 

( Discussion off the record.) 

Chairman Buckiey. Could we go into session for an hour on Tues- 
day afternoon, after the session of the House, because he will be tied 
up in the morning? 

Mr. Biarnix. We will leave it that the time for the hearing will 
be set by the chairman of the full committee. 

Chairman Bucxiey. If I get the letter today or Monday it will 
be set, and if not, there will be no meeting. 

Mr. Bratnrk. So the committee will proceed, subject to further 
notice on the time set for the other hearing. 
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The next witness is Hon. Herbert H. Lehman, former Governor 
of the great State of New York, and now a distinguished Member 
of the United States Senate. 

The Honorable Mr. Lehman. 





STATEMENT OF HON. HERBERT H. LEHMAN, A UNITED STATES 
SENATOR FROM THE STATE OF NEW YORK 





Senator Lenman. Mr. Chairman and members of the committee, 
I need scarcely say how pleased I am to appear before this committee 
and before you, Charley Buckley, as chairman. We are old friends, 
Charley, you and I, as well as fellow New Yorkers. We have worked 
together in many a good cause. It is a privilege for me to appear 
before you and your committee, and to submit my views on the pend- 
ing matter—legislation authorizing the development of hydroelectric 
power at Niagara Falls—a matter in which both of us have a deep 
and immediate interest. 

Seriously, Mr. Chairman, although this legislation is of primary 
interest and concern to New York, and although the resource in ques- 
tion is within the borders of New York—and I refer, of course, to the 
Niagara River and Niagara Falls—there is a Federal, a national 
interest in this matter and our proposal is, of course, for Federal 
legislation. 

I am not insensitive to the fact that we must convince Members 
of Congress representing other parts of this Union that the legislation 
we propose is desirable from a national viewpoint, and not just from 
the viewpoint of New York State. 

The national interest, in this case, arises, first of all, from the fact 
that the Niagara River, while it is on the northern border of New 
York State, is also on the northern border of the United States. 

It is an international waterway. The hydroelectric power we pro- 
pose to develop under the terms of this legislation was made available 
under the terms of a treaty negotiated in 1950 by the Federal Gov- 
ernment. In other words, the power potential was made available by 
the exercise of the sovereign treatymaking power of the United States. 

The national interest lies further in the fact that the United States, 
in negotiating the treaty which made this power available, assumed 
certain binding and unbreakable obligations—to preserve and enhance 
the scenic beauty of Niagara Falls, which is itself a resource, not only 
of the people of New Y ork, and of the United States but of the people 
of Canada as well. We share this resource—this scenic and power 
resource—with the sovereign people of Canada. 

The third basis of national interest consists of the fact that the 
Niagara River, along with most other rivers, is a navigable waterway, 
and hence within the jurisdiction of the Federal Government, under 
the Constitution. It has been held that the disposal of water and 
the construction of power works on a navigable river is a matter with- 
in the purview of the Federal Government and of Congress. 

And, finally, Mr. Chairman, there is the question of national power 
policy—as laid down, from time to time, by Congress. A consistent 
pattern of policy has emerged over the past 50 years, through a long 
snecession of congressional acts on the subject. It is certainly the 
concern of Congress, and of the Federal Government, to see that w! 
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ever disposition is made of a particular project conforms to this 
policy. 

So, Mr. Chairman, when we, of New York State, ask Congress to 
approve a proposal authorizing the development of power from the 
Niagara River for the benefit of the people of our State, our proposal 
must recognize these four bases of national interest. Our proposals 
must reconcile these national interests with our own local interests. 
In this case, as in every other case, that is the challenge of statesman- 
ship. 

At this point let me say that I think there is already too much of a 
disposition among us to vote or act on the basis of what is good for 
our own particular localities. 

We are sometimes inclined to forget that what made this Nation 
great—and what made it a nation—was the concern of one region 
for the welfare of another. Had the Thirteen Original States of the 
Union failed to make provision for opening up the W est, with post 
roads, with navigational works, with all sorts of services and subsidies 
to encourage the development of undeveloped or underdeveloped areas 
and resources, we would still be a small and unimportant nation along 
the eastern seaboard of this continent. 

If the Federal Government had not financed the expedition of 
Lewis and Clark 151 years ago, the great northwestern wilderness 
would never have been conquered. 

Colorado, Montana, Utah, Idaho, Washington, and Oregon would 
probably never have come into being. 

It is exactly 150 years since Lewis and Clark paddled down the 
Snake River and thence into the great Columbia, and down to the 
Pacific. Today, only 150 years after civilized man first set eyes on 
the Columbia River, that river is well on its way to full development, 
in all its potentialities. Grand Coulee and Bonneville, thank God, 
are dynamic episodes in this development. 

My friends, may I interpolate for just a minute? The thesis which 
[ have expressed is that this country is far too great, far too impor- 
tant, to take a parochial and provincial attitude in regard to questions 
of great national interest, and to consider the interests only of the 
locality, of the State, of the area, of the city or county; and unfortu- 
nately that is being done too much. In my opinion it is a great weak- 
ness. I have fought against that. I have acted ever since I came 
down to the Senate more than 6 years ago, and I have taken the posi- 
tion—and I am not certain how ‘popular it is in my own State—that 
what is good for the Nation is good for New York State. Therefore, 
I have voted time after time, and I think without exception, for rec- 
lamation projects, for flood-control projects, for irrigation projects, 
tor power projects, which were of no direct benefit to the State of 
New York. 

I voted for them because I felt that what helped Arizona, and what 
helped New Mexico, and what helped Oregon, and Washington, and 
Idaho, and Missouri, and Minnesota, was also of help to New York 
State, because New York State was part of the Union. 

So I pray you gentlemen do not consider this subject only on the 
basis of how it will immediately affect your State. If we have to 
take that position it is going to be a bad day for the Nation. If we 
fail to recognize that we are a nation and not just a confederation 
of States, and that we must develop the Nation as a whole rather than 
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to consider exclusively the interests of one section of the Nation, even 
a section as great as a State, I can tell you we are going to stop 
growing. 

That is why I have taken the position in all the years I have been 
here, and even for many years before I came here, that we are a 
nation and that we must consider the interests of every part of the 
Nation, and not merely look at it provincially. 

Today, only 150 years after civilized man first set eyes on the Col- 
umbia River, that river is well on its way to full development, i in all 
its potentialities. Grand Coulee and Bonneville are dynamic epi- 
sodes in this development. 

The Niagara River, which is part of the Great Lakes-St. Lawrence 
system, was first seen by civilized man long before the Columbia 
River—more than 200 years before. Niagara Falls is perhaps the 
oldest scenic wonder on the American Continent, as the St. Lawrence 
River is among the oldest known rivers on the American Continent. 

Perhaps it 1s because these two rivers—the St. Lawrence and thie 
Niagara—have been known so long and so well that they have been 
either overlooked or forgotten by Congress. In any event, although 
New York State has been knocking at the door of Congress for over 
30 years, to my knowledge, for authorization to develop | power on 
this river system, it was only last year that Congress, by authori zing 
the St. Lawrence seaway project, made possible the development of 
St. Lawrence power by the State of New York, pursuant to a license 
from the Federal Power Commission. 

May I again digress for a moment? I suppose I have possibly 
been, with the exception of Congressman Dondero, the oldest propo- 
nent of the St. Lawrence River development of any man in Congress 
today. There was great opposition to the legislation that made pos- 
sible the development of the St. Lawrence seaway. There was opposi- 
tion in my own State—many people and citizens who could not see 
any direct benefit to the State. For 30 years I have voted and I have 
worked for the seaway, and I worked particularly hard when I came 
to Congress 6 years ago. 

I worked because even though I could not snow that it was imme- 
diately a direct benefit to the people of New York, I knew that it 
was of benefit to the great Middle West and to many other parts of 
the country, and I believed that if it benefited them it would benefit 
New York State as well. But I could not show any immediate benefit 
to the State of New York, and I am sure a lot of people did not agree 
with me. But I certainly did fight for it because I believed that all 
these questions must be considered on a national, and not on merely 
a provincial or parochial basis. 

I have indulged in this historical discussion, Mr. Chairman, prelim- 
inary to my discussion of the legislation at hand, in order to give 
some perspective to the request that C ongress act—and act speedily— 
on the pending legislation to authorize the Niagara project 

New York is not : asking for any special favors here, Mr. Chairman, 
but just for the consideration it merits within the clear bounds of 
national policy and national interest. 

Only a few weeks ago, there was a debate on the Senate floor on 
the Colorado River storage project. I supported that project on the 
ground that what would help develop and improve the western area 
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of the country was good for New York too. In the case of the Colo- 
rado project, a gr eat Federal appropriation will be required. None 
is necessary, I want to point out, for the Niagara project. 

I hope and trust that the members of this committee will share with 
me a concern for the welfare and interests of the people of New York 
State. Of course, the very existence of this committee is proof of the 
concern of Congress with works of public improvement in various 
parts of the country. 

Now Mr. Chairman, I address myself to the legislation pending 
before you. There are, as I understand it, 4 bills—3 for public 
development and 1 for private development. One of the three bills 
for public development, the Radwan bill—proposes Federal construc- 
tion of the Niagara project, with the eventual Basadiocn of the power 
works left for later decision by Congress. The Radwan bill does not 
preclude private ownership, nor does it preclude Federal operation. 
It leaves that question up in the air. It would require, of course, a 
Federal appropriation for construction. 

I shall not diseuss this proposal at any length. I do not feel that 
it is a practical one because I do not believe Congress would be will- 
ing to make an aupprop yriation for this project at this time. 

Ifowever, I question the wisdom of leaving the disposition of this 
project in abeyance until some future time. I see no reason why 
Congress should not decide right now on the disposition of this re- 
source and the nature of its operation. 

It goes without saying that I favor the Davidson bill, H. R. 5878, 
directing the Federal Power Commission to issue a license to the 
New York State Power Authority for the construction and operation 
of this project, subject to certain safeguards of the national interest, 
of national power policy, of the interests of neighboring States, and 
of the interests of all the consumers of the power. 

As you know, the Davidson bill is identical with one which I, in 
association with 16 other Members of the Senate, introduced in the 
other House, and is very similar to a bill which I have introduced in 
past Congresses. I think I was the first one to introduce a bill for 
the development of the waters of the Niagara, immediately after the 
treaty with Canada was negotiated in 1950, 

There is also pending before you, as you know, a bill introduced by 
the Chairman of this committee, Mr. Buckley. 

There are many very close simils irities betw een the Buckley bill and 
the Davidson bill, or, if I may so call it for purposes of identification, 
the Davidson-Lehman bill. In fact, much of the language of the two 
bills is identical. There are some critical differences which I will 
discuss in the course of my testimony. I am sure that you, Mr. Buck- 
ley would be the first to agree that the differences between our two 
bills can be reconciled. 

For the benefit of the record, I would like to state that both the 
Buckley bill and the Davidson-Lehman bill are meres ts of collabora- 
tive dr afting between my office and the office of the Governor of New 
York State. In the discussions which took place and in the work of 
drafting, the representatives of the office of the Governor of New 

York reflected the viewpoint of the New York State Power Authority. 
I was represented by the chief of my legislative staff. We made great 
progress toward drafting a bill protec ting what we thought were the 
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a interests of New York State, of the neighboring States, and of 
the Nation. 

Your bill, Mr. Buckley, as you know, was introduced before these 
discussions were completed and there are still, as I said, some unre- 
solved points of difference. I am sure that you and | together, Mr. 
Buckley, could dispose of these points of difference in very short order. 

I am sure that your committee, on the basis of the record, and on 
the basis of a study of the provisions of the Davidson-Lehman bill 
and of your own bill, Mr. Buckley, will do what is right and fair to 
all concerned. 

1 understand that Chairman Moses of the New York Power Author- 
ity testified before this committee yesterday and supported the Buckley 
bill. He expressed his opposition, as I understand it, to my bill, 
criticizing it on a number of counts. He has also circulated a public 
letter critical of my bill and purporting to analyze it in comparison 
with the Buckley bill. 

I would not say that the analysis submitted by Commissioner Moses 
was either objective or impartial. In a few minutes I am going to 
dliscuss the bill Mr. Moses supports, and the differences between it and 
my bill, the Davidson-Lehman bill. 

But first it should be noted for the record that Mr. Moses, myself, 
and Governor Harriman, are all united in our strong opposition to 
the giveaway of the Niagara resources to private interests. 

In fact, both the Democratic Party and the Republican Party of 
New York State are pledged to a public development of Niagara 
power. The only Republican State officeholder who was elected in 
1954, Attorney General Jacob Javits, when he was a Member of Con- 
gress, voted against private development. 

The last Republican Governor of New York State, Gov. Thomas E. 
Dewey, was opposed to private development. The advocates of the 
giveaway of Niagara power to private interests are in a distinct 
minority in New York State—a very smal] minority, in my opinion. 

I challenge any party or any candidate for statewide office in New 
York to campaign on a platform of private development of Niagara 
Falls—the transfer of this great resource, belonging to all the people 
of New York State, to any private utility corporation or to any group 
of corporations. The defeat of such a candidate would be assured 
and overwhelming. 

I am aware, Mr. Chairman, that some labor unions, largely repre- 
senting the employees of private utilities in New York State, and some 
of the residents of the Niagara area, have expressed themselves in 
favor of private development. I am sure that all of these individuals 
are sincere. 

I suggest, however, that they have been overwhelmed by the barrage 
of propaganda emanating from the private utilities. Some of the 
local residents of Niagara Falls would, of course, like to see a private 
development because of the tax revenue it would bring to the iocal 
government. I think these people do not quite see the forest for 
the trees. 

I am advised, moreover, that even in Niagara Falls the individuals 
holding this point of view do not re present a majority. 

I have referred here to the fact that there have been some very 
few protests by labor organizations to public development. Those, 
I have pointed out, largely come from one union, whose members 
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are employees of private utilities in New York State. But I also 
want to place on the record the fact that labor, through its great 
national organizations—the American Federation of Labor and the 
ClO—and most of the great labor organizations of my own State are 
strongly—strongly—opposed to the turning over of this great natural 
resource for development to the private industries and the private 
utilities. 

I listened before you were good enough to invite me to take the 
stand, to the testimony of representatives “of some of the farm organi- 
zations in my State. I dislike very much to enter into an argument 
with my rural friends and my farmer friends. I think my record 
as Lieutenant Governor and Governor, and my record since I came 
to the Congress, demonstrates without any further comment from me 
that I have a deep interest in and a deep interest long held in the 
welfare and the prosperity of farm groups, which I believe in New 
York State, as in every other State, is the backbone of the economy 
and prosperity and the social welfare of this country. 

I was surprised, however, and frankly greatly disappointed, when 
I heard today that these highly respected farm organizations were 
opposed to public development of this great natural resource, which 
belongs to the farm people just as much as it belongs to the people 
of our great urban centers. I was particularly interested in the testi- 
mony of the first witness, who stated with pride that over 93 percent 
of the farms of New York State had benefited and had the facilities 
of bringing electricity to the farms. I rejoice in that. I rejoice 
because I think I had something to do with it, since I was one of the 
first and one of the strongest advocates of rural electrification in New 
York State and elsewhere, and I have been one of the strongest sup- 
porters of the extension and continuation of the Rural Electrifica- 
tion Act, and of appropriations for the implementation of the rural 
electrification program. 

However, I think that the witness who was testifying, overlooked 
the fact that the rural electrification program was essentially a Gov- 
ernment program. The funds for this program were Government 
funds and not private funds. He overlooks the fact that when the 
Rural Electrification Act was passed, I believe in about 1935, less than 
32 percent of the farms of New York State had electricity. Yes, today 
93 percent of the farms of New York State have electricity. And 
how did they get that electricity? Because private utilities in New 
York were aware of the Federal program. Because the farmers had 
the support and the backing of their Government, which made avail- 
able funds that would have brought the electricity to the farms, if 
the private public utility companies failed to bring it there or not. 

They had to bring it there because they knew that if they did not 
there would be competition from rural electrification cooperatives to 
bring electricity to the rural people. 

It is all very well to say, “We do not want Federal assistance. We 
do not want government participation and collaboration.” But if 
you want it under certain circumstances you cannot say it is wrong 
under all circumstances. And here is a case where the rural electrifi- 

cation of the farms of New York State went up from 32 percent to 
93 percent, in my opinion exclusively because of the encouragement, 
promotion assistance and the participation of the Government, which 
made and provided the means to bring power to the farms. 
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When I talk about New York, I want to say that the figures are 
even more startling in many of the other States of the Union. 

The fact of the ‘matter is, Mr. Chairman, that the public de -velop- 
ment of the water resources of New York State and the public’s in- 
alienable right to the benefits thereof are fixed principles in New York 
State. 

This committee may be interested to know that one of the earliest 
defenders and advocates of these principles, who helped to write them 
into the laws of New York State, was the late Charles Evans Hughes, 
then Republican Governor of New York State. That year was back 
in 1907. 

An almost unbroken line of Governors of New York State, be- 
ginning with Charles Evans Hughes, and extending through Gov. 
Alfred E,. Smith, Gov. Franklin D. Roosevelt, myself, Gov. Thomas 
kX. Dewey, and Gov. Averell Harriman, have held fast to these princi- 
ples. It is unthinkable that the Congress should determine otherwise. 

The people of New York State are convinced that the Niagara re- 
source belongs to them, although they recognize the national interest, 
too. The riverbed of the Niagara belongs to the people of New York 
State. The people of the Nation haev inalienable rights in the waters 
of the Niagara and Congress, of course, has final jurisdiction over it. 

The proposal to give away this resource and these rights to five 
private utility corporations is actually an astounding one. I was 
amazed when the House voted its approval of such a proposal last 
yeal 

If these waters belong to the people, and their benefits belong to 
the people, why should five utility corporations be authorized by Con- 
gress to divert these waters, to turn the power potential into elec- 
tric ity, and sell that electricity for profit / 

No special enterprise on the part of the private utilities to develop 
this power is needed, Mr. Chairman—except maybe here in the Halls 
of Congress. This is no case for private enterprise. No competitive 
free enterprise is involved at all. 

This is a proposal—and I am referring to the Miller bill—to turn 
over a priceless resource owned by all the people to a private utility 
monopoly, in order to let them make a profit at the expense of the 
people. 

The ingenious engineering concept which permits this water to be 
diverted and used for power purposes without endangering the beauty 
of the falls was actually worked out bythe State Power Authority 
of New York back in 1938. I was Governor at the time. i is all set 
forth in the Report of the New York Authority of that year. Even- 
tually, the Federal Power Commission through its Bureau of Power 
made an engineering study. That engineering study by the Federal 
Power Commission in 1949 still provides the basic plans for the de- 
velopment of Niagara power, resting, of course, on the overall con- 
cept developed by the New York Power Authority in 1938. 

On the basis of the brilliant New York Power Author’ ity concept of 
1938, the United States and Canada proceeded to negotiate the treaty 
of 1950. The sovereign power of the United States Government, plus 
the ingenuity of the New York State Power Authori ity, plus the engi- 
neeering skill of the Federal Power Commission, all combined to m: ake 
this project possible. 
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But here it is now proposed that we turn this project over to the 
Niagara Mohawk Power Co., in association with four other great com- 
panies.of New York State. 

I don’t see the sense of it, not to speak of the justice of it. 

Why should this project be turned over to these private power com- 
panies? In the name of private enterprise? What enterprise? 

The advocates of private development have spent hundreds of 
thousands of dollars—perhaps millions—I do not know—to misin- 
form the people and to apply pressure on the Congress. They say, 
“Get the Government out of business.” What business, Mr. Chair- 
man? This is the people’s business. This is the business of Govern- 
ment. 

They cry “socialism.” Is the postal service “socialism”? Is the 
building and maintaining of roads and highways and bridges “social- 
ism”? Is the building of parks “socialism” ? 

Is it socialistic for all the municipalities of this country to furnish 
water at low rates to the people of their localities? Is that “socialism” 4 

Why not go back to private toll roads, highways and bridges, such 
as we had in this country at the beginning of the 19th century ¢ 

Why not turn over all these enterpr ises to private corporations and 
let them make a profit from the public need ? 

The Government could levy taxes on all those profits. 

Speaking of taxes, I think the most misleading argument of all is 
the argument that this waterpower resource should be turned over to 
private enterprise in order to let these utility corporations pay taxes 
on their profits from this project. 

Who would pay these taxes, Mr. Chairman? The consumers would 
pay the taxes. The taxes would naturally be included in the rates 
charged to the consumers. In addition, the consumers would also pay 
the utility companies an allowed profit of 6 percent on investment—a 
profit on the use of the people’s own resources. 

A public development is not, of course, required to pay taxes. 

Why should taxes be paid by a public enterprise ? It would be like 
a man paying for sleeping in his own house. 

If the waterworks in every city and locality were turned over to 
private enterprise, the private companies would be glad to pay taxes 
on their profits from the sale of the water to the consumers. But the 
consumers of the water would actually be paying the taxes and the 
profits on top of that. The people would be paying a hidden sales 
tax—on water which belongs to all the people in the first place. 

Exactly the same thing can be said of hydroelectric power. This 
power belongs to all the people. But it is proposed, under the terms 
of the Miller bill, to let private companies make a profit on that power, 
at the expense of the owners of that power, the people, and on top of 
that, to levy what amounts to a sales tax on that power. 

As I hope I have indicated, the people—the consumers—would be 
paying both the profits and the taxes. The only beneficiaries would 
be the stockholders and the management of the utility corporations, 
and the larger taxpayers of our State and Nation. 

Of course, I am not opposed, Mr. Chairman, to the practice followed 
by TVA and other public-power developments, of making payments 
in lieu of taxes to the municipalities, where the project works are lo- 

cated, to compensate them for the loss they suffer in property and 
other local taxes by virtue of the use of this property by a Government 
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entity. I think the New York State Power Authority should make 
payments in lieu of taxes to Niagara County and the city of Niagara 
Falls. Iam, however, attacking the argument—an argument designed 
to deceive and mislead people—that the people would ‘somehow benefit 
if this public resource were given away to a private monopoly, so 
that the monopoly could pay taxes to the State and Federal Govern- 
ments. 

I have heard the cry, “Why should I, a citizen of Ohio or Michigan 
or Texas, permit the citizens of New York State to enjoy low-cost 
power when, by turning this resource over to private enterprise, tlie 
consumers of New York would be forced to pay higher rates, and thus 
contribute to the Federal revenues in the form of taxes on the profits 
of these companies ?” 

My friends, I have been hearing this argument for years, but in 
reverse, in New York State. Why ‘should New York St: ite, as I have 
already intimated, which contributes the highest percentage of the 
total Federal revenue raised by income and corporate taxes, help to 
make possible low-cost power in the Tennessee Valley? Why should 
we contribute to the building of a canal in Florida, or a reclamation 
project in Louisiana or California? Why should we contribute to 
the building of roads in West Virginia and Mississippi and Alabama 
and Kansas and Washington ? 

That argument, my friends and members of the committee, carried 
to its logical conclusion, points straight in the direction of anarchy, 
as I have said before in my impromptu remarks. We area Nation, and 
I thought we had settled the argument long ago about whether the 
people of one State should be taxed for the benefit of the people of 
another. 

Why should the people of New York City be permitted to enjoy 
parks and playgrounds? If the park areas were turned over to pri- 
vate enterprise, factories and shops and hotels and tenement houses 
could be built on that land, and taxes could be collected on the profits, 
and that would decrease the need of the people of Albany, and Utica, 
and Syracuse, and Buffalo, and Olean, and Painted Post, to pay taxes. 

I hope I have demolished this tax argument—this cynical and mis- 
leading argument—which has been so widely spread in newspaper and 
magazine advertisements, over the air and on the television, for the 
past several years. It is a phony argument. It deserves to be treated 
as such. 

Now for the other chief argument used by the proponents of the 
giveway—the argument that hydroelectric power is no different from 
power generated from coal or oil, and that since private enterprise 
develops the one, it should also be given the other. 

That is another phony argument. The coal is in the ground. Land 
belongs to people, to private people. It is private property. So coal 
is private property. The same is true of oil. 

But the water belongs to all the people. There are no two ways 
about it. And the power developed from this water also belongs to 
the people, who should be charged for that power what it costs the 
Government to develop it. It is exactly the same water as that used 
for direct consumption. Electric power is, today, as much a necessity 
as tapwater. 

It is in the public interest to make electricity as widely available to 
the people as possible, and at as low a cost as possible, and especially to 
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rural] and domestic consumers. The law of New York says so. So 
does the law of the United States. And I refer to the Flood Control 
Act, to the TVA Act, to the Bonneville Act and to many similar pieces 
of legislation. 

Such hydroelectric power potential as is available belongs to the 
people. And the Government has an obligation, in my opinion, to 
make the power available for the public use and benefit. 

The Ni: agara resource is an inalienable heritage of the people. It 
cannot be given away. 

As for the argument that it would be unfair to provide this low-cost, 
tax-free power to Just some of the citizens of New York State while 
the great majority of the ee ee must pay the higher cost 
of privately developed power, I do not think that is a logical argu- 
ment either. 

The fact of the matter is that under the terms of the Davidson- 
Lehman bill, the benefits of this low-cost power will be spread among 
all the consumers of New York State through the applic ation of the 
yardstick principle. 

I will get to that in a few moments, when I discuss the individual 
provisions of my a 

So much for the giveway proposal. JI want to turn my attention 
now te the Dav i:deon- Lehman bill and the Buckley bill. 

Both bills, of course, recognize the basic truths I have just been 
reciting. 

The Davidson-Lehman bill, however, recognizes, I believe, more 
clearly and precisely the mandate to use this public resource for the 
public benefit. The Davidson-Lehman bill reflects more exactly the 
national power policy which has evolved over the past 50 years. The 
Buckley bill, I am afraid, would turn the clock back somewhat. 

Now the main difference between the two bills is in the use envisioned 
for the public power. The Buckley bill, I believe, inclines toward 

limited social use for the power—and for the use of most of it in 
the immediate vicinity, at the bus bar, for sale, for the most part, to 
industries and private utilities who can step up to the counter and buy. 

That is a sound business concept. There is no doubt that all the 
power could be marketed in this way—and more—and that the bond- 
holders—the purchasers of the revenue bonds issued by the State 
Power Authority to finance the project—would be completely satisfied 
by such a procedure. 

But that would not satisfy all the demands of the public interest. 
This resource belongs to all the people of New York State and the 
Nation. Their interest can only be satisfied if the benefits of this 
project are distributed as widely as possible, for the benefit of the 
maximum possible number of people. 

Public development of Niagara power carries a responsibility to 
use the power, wherever pr actical and reasonably possible, for social 
purposes. One of these purposes, as is made clear in both the laws 
of New York State and of the United States, is to make the power 
available, at the lowest possible cost, primarily to domestic and rural 
consumers, especially the latter. 

It is another purpose to use this bloc of public power as a yard- 
stick against which to measure private power rates. The public 
power is used as a yardstick by making it available—by giving first 
access to it—to public bodies and agencies, such as municipally owned 
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utilities, and to rural electrification co-ops. These, in turn, make the 
power available to consumers at cost—without profit. 

The public power is used as a birch red in the closet to force private 
utilities to lower their rates by virtue of the right of municipalities 
to establish their own utility systems, if the private companies persist 
in charging exorbitant rates. To make the birch rod effective, pub- 
licly owned utilities must have the right of first access to publicly 
developed power. 

This competitive device has been found, in practice, to be far more 
effective in getting rate decreases than State rate regulation. Rate 
regulation simply cannot be depended upon to insure fair rates. Com- 
petition is much more effective, for this purpose, than ratemaking, al- 
though I must admit that in many situations, regulations is the only 
device possible. 

It was estimated a year ago, in a minority report filed in the Senate 
Public Works Committee, on Niagara legislation, that the use of 
Niagara power for y yardstick purposes would save the consumers 
of New York State over $300 million annually. 

Whether this figure 1s precise or not does not matter. 

The yardstick would cert: tinly save millions and millions of dollars 
for the consumers of New York State. It would force rates down 
throughout the State. All of the consumers would benefit, and the 
strange thing is—according to the experience in the Tennessee Valley, 
in the Bonneville and Grand Coulee areas, and elsewhere—it would 
result in greater prosperity for the private utility companies too. 

Let me just refer very briefly to the fact that we in New York State 
and in the Northeast are paying nearly twice as much for our power 
than is paid in the great areas served by public power—TVA, Grand 
Coulee and Bonneville. We pay, for instance, in New York City, for 
100 kilowatts $4.44. In Boston, Mass., the average is $4.74 per hundred 
kilowatts. Chattanooga, Tenn., which is served, of course, by TV A 
that whole area—pays $2.50 per 100 kilowatts. Memphis, Knoxville, 

Nashville, pay $2. Seattle, Wash., which is served by the great public 
developments on the Columbia River, pays $2.72. Tacoma, Wash., 
pays only $1.70 per 100 kilowatts. Los Angeles pays 52.77. Eugene, 
Oreg., pays $1.80. All those are served wholly or in part by great 
developments, whereas New York pays $4.44. Yonkers pays $5.10, 
Boston pays $4.74, and Rochester pays $4.36. 

The interesting part of it is that whereas the rates which we have 
to pay in New York State and New England are twice as high or 
substantially twice as high as those paid i in those areas which are 
served by public development, the per capita consumption in the low- 

‘ate areas in many cases is more than twice as high as the per capita 
consumption in New York State and in Massachusetts. 

You knovy, it is a terrifically interesting thing, and there is a direct 
connection, which is perfectly evident, between low-cost power and 
the consumption of power. 

I say to you that these private companies, instead of losing by a 
reduction of rates, would gain by a reduction of rates. Let me just 
quote for you a very few figures from this pamphlet which I have. 

The average consumption in New York City—the average annual 
residential electric consumption of New York City—is 1,058 kilo- 
watts. I am quoting now the 1950 figures. I do not have the later 
figures. 
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What do you think it is in Tacoma, Wash.? 6,659 kilowatts, rep- 
resenting the average annual residential electrical consumption. 

In Lynn, Mass., the average annual residential electrical consump- 
tion is 974 kilowatts; in Boston 1,016; in Hoboken 1,034; in Jersey 
City 1,015; in Providence 976. 

In all of these the average annual residential electrical consump- 
tion is 1,000 kilowatts or less. 

Now what do you think it isin Spokane, Wash.? 5,726. 

What do you think it is in Seattle, Wash.? 5,512. And in Knox- 
ville, Tenn., it is 4,534. In Portland, Oreg., it is 4,819, and in Chatta- 
nooga, Tenn., it is 4,702. 

The connection—the direct connection—between low-cost power 
and the consumption of power—and consumption of power 1s the 
thing on which profits of public utilities are based—is so clear that 
[ just do not believe it can possibly be contradicted. 

The figures I have given I wish to say for the record, come from a 
pamphlet published by the Public Affairs Institute, published last 
year. These are all official figures which were secured from official 
sources, and I would be very glad to leave these temporarily in the 
hands of the reporter, but I would like them back. 

I have talked about the relation between rates and consumption. 

In order for this to happen, public power must not only be avail- 
able to public bedies and rural co-ops on a first access basis, but the 
Government must also have the authority to build transmission lines. 

The public power authority must be able to deliver the power over 
publicly controlled transmission lines to the load centers when neces- 
sary. 

Under the terms of the Davidson-Lehman bill, Mr. Chairman, these 
purposes would be achieved. I doubt whether they could be fully 
achieved under the language of section 2 of the Buckley bill. 

In the Buckley bill, the preference concept is not clearly spelled 
out. Nowhere in paragraph (1) of section 2 is the word “preference” 
stated. It is not clear to me what is meant by the language in para- 
graph (1) of section 2 granting public bodies and co-ops an “oppor- 
tunity to purchase as much of the power available as they can use 
economically and practically.” What is meant by the word “oppor- 
tunity”? Is the right to buy this power absolute or conditional upon 
other commitments of the power authority? Who is to decide whether 
the public bodies or the rural co-ops can use the power economically 
and practically? I quote those words. What standards will be used 
for this judgment ? 

Mr. Chairman, this is brandnew language for a public power bill, 
as far as I know. This language does not appear in any public-power 
statute of which I am aware. Indeed, I have been told by legal ex- 
perts in the public-power field that this language is ambiguous to 
the point of being almost meaningless and could be interpreted to 
frustrate the whole purpose of preference. 

But I will let the representatives of the rural electric co-ops and 
the municipalities speak for themselves on this point. They say this 
language is dangerous. Since the paragraph in question is designed 
for their benefit, I cannot see why this ambiguous language should 
be used. And, as I said before, Mr. Chairman, there is no mention 
of the word “preference” in this entire paragraph. If this is a prefer- 
ence paragraph, why not use the word which has a clear me: ining and 
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has appeared in every statute, so far as I know, on this subject for 
the last three decades. 

Similarly, the language in subparagraph (B) of paragraph (1)— 
the withdrawal provision—is vague and ambiguous. There is no 
clear definition here of what contracts should contain withdrawal 
clauses. I much prefer the language in the Davidson-Lehman bill 
which says simply and directly “what it means, namely, that with- 
drawal clauses shall appear in all contracts with private utilities. 

We do not propose, Mr. Chairman, to require a withdrawal clause 
in contracts with a private industry which must have a dependable 
source of power. I can see where it would be difficult to induce new 
industries to come into New York State and make large investments 
in construction and equipment without knowing whether the power 
they contract for will be withdrawn in order to meet the needs of 
public bodies and co-ops. 

So we do not propose to require a withdrawal clause in contracts 
with industrial users, but only in contracts with private utilities who, 
of course, have other sources of power and can secure supplementary 
power through wheeling arrangements with other utilities from the 
private utility grid system. 

Nor am I satisfied with the language of paragraph (2) of section 
—the paragraph dealing with transmission lines. ‘The language is 
ies permissive. It does not direct the authority to construct or 
maintain transmission lines to load centers. There its no a word in 
this paragraph which would prevent the power authority from sell- 
ing almost all of its power at the bus bar. 

That is something which every governor, and I believe every repre- 
sentative of the government in our State, has been thoroughly and 
completely opposed to—the selling of this power at the bus bar. This 
paragraph seems to me to hold the possibility of frustrating much of 
the purpose of paragraph (1), the preference paragraph. 

Taken together, the first two paragraphs of section 2 of your bill, 
Mr. Chairman, are, in my judgment, too vague and too permissive. 
They smack too much of an attempt to strike a compromise between 
those who do wish public power used as a yardstick and those who 
do not. Attempting to satisfy both groups, these two paragraphs, 
I fear, satisfy neither. 

I think paragraph (3), Mr. Chairman, has some loopholes in it; 
and while it protects the neighboring States and insures them a fair 
share of the power, it does not adequately protect the consumers within 
the States; it does not insure them of the equivalent safeguards pro- 
vided for the consumers in New York State. I commend to the com- 
mittee the equivalent language in paragraph (3), section 2 (b) of 
the Davidson-Lehman bill. I have little argument with paragraph 4 
of your bill, Mr. Buckley. It is practically ‘identical with paragraph 
(4) of my bill. I think that paragraph (5) of the Davidson-Lehman 
bill is clearer in its terms and language than the corresponding para- 
graph (5) of the Buckley bill, although the two are very similar in 
language indeed. 

There is considerable difference between the two paragraphs num- 
bered (6). The Buckley bill proposes that the State of New York 
pay for the cost of the remedial works. I am opposed to this, Mr. 
Chairman. I do not see why the consumers of New York State should 
be saddled with this additional cost. 














































































































































































































230 NIAGARA POWER DEVELOPMENT 


The construction of the remedial works is a Federal obligation, a 
treaty obligation. The Federal Government is already building these 
remedial works and the Congress has been appropriating for them 
year by year. 

We propose, in our bill, that the State of New York fulfill every 
reasonable national requirement in return for the congressional au- 
thorization to build and operate the power works. 

We propose to give defies agencies of the United States the same 
preference given to other public bodies, to obtain as much of the pro- 
ject power as these agencies might need. 

We propose to carry out the national power policy. 

We propose to do our part for the preservation and enhancement 
of the beauty of the falls by building a parkway and a scenic drive 
along the river on the approaches to the falls. 

We propose to make a reasonable share of this power available to 
neighboring States within economic transmission distance of the pro- 
ject site, and to leave to the Federal Power Commission the resolution 
of any disputes as to what constitutes a reasonable share. In these 
ways we will discharge our obligation to the Federal Government. 

I do not believe, Mr. Chairman, that we should also assume the cost 
of the remedial works. I do not think the consumers of this power 
should be asked to bear that cost. There is already a cost burden on 
the power which is greater than I would like to see. I do not want 
to see this project used to prove the thesis that publicly developed 
hydroelectric power can cost almost as much as privately developed 
steam power. 

I know that the proponents of private power development have 
chivalrously offered to bear the cost of the remedial works. Why 
shouldn’t they? The consumers would pay in that case. 

But, Mr. Chairman, one of the major purposes of this legislation 
is to provide a block of low-cost power. Unless this power is low- 
cost. power, that purpose will be frustrated. If we load all sorts of 
charges on the cost of power—charges that should, by right, be borne 
by the Public Treasury, out of the public revenues—we will, in fact, 
be doing exactly what the private power advocates propose. We will 
be levying a disguised sales tax on this public power. 

As far as the provision in both bills covering the construction of a 
scenic drive and parkway is concerned, the language of our bill, the 
Davidson-Lehman bill, is, frankly, a compromise. It is hard for me 
to see why the consumers of the electric power should bear a cost 
which should, by right, come from tax revenues, since this parkway 
is actually no different from any other parkway in New York State. 

Still, I yield to no one—even to Commissioner Moses—in my devo- 
tion to scenic values and recreational facilities, and I am willing to 
have the power consumers assume even a major part of the cost of 
the parkway and scenic drive. 

I would like to leave it to the Federal Power Commission, however, 
to decide how much of the cost should be borne by the power project 
and how much should be borne by the State out of its general revenues. 
If the Federal Power Commission should agree, in its wisdom, that 
the entire cost should be borne by the project, I would think it unfair 
to the consumers, but that would certainly be within the discretion of 
the Federal Power Commission. That would provide a proper test 
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of the persuasive powers of Commissioner Moses and, of course, of 
Governor Harriman. 

Now, Mr. Buckley, 1 come to the last difference between your bill 
and the Davidson-Lehman bill—which is one of the most important, 
if not the most important, difference of them all. 

I refer now to section 1. The Davidson-Lehman bill would direct 
the Federal Power Commissien to grant a license to the New York 
Power Authority, provided that the New York Power Authority 
accepts the safeguard conditions set forth in section 2 of our bill. Our 
bill would also, of course, require that the New York Power Authority 
accept all the other conditions laid down by the Federal Power Com- 
mission pursuant to the provisions of the Federal Power Act and 
other pertinent statutes. 

The Buckley bill, however, does not specify that the license be 
granted to the New York Power Authority. It passes this decision 
on to the Federal Power Commission. 

It is true that the Federal Power Act requires that a preference be 
given to States and municipalities, and New York State would have 
such a preference. It is also hard to see how any private company 
seeking a license from the Federal Power Commission could satisfy 
the licensing conditions laid down even in the Buckley bill. 

Still, Mr. Chairman, I do not see why Congress should take this 
chance. Why should Congress defer to its own agent, the Federal 
Power Commission, in the matter of deciding forthrightly who should 
construct and oper rate this project ¢ 

The Federal Power Commission is no wiser than Congress. I doubt 
if it is as wise. The Federal Power Commission is a statutory agent 
of the Congress. The question of the disposition of the Niagara 
power potential i is before us here and now. We should plainly specify 
who is going to build and operate this project. Why be devious 
about it? W hy not issue the instruction ¢ 

Mr. Chairman, I have read the report of the Federal Power Com- 
mission on the Davidson-Lehman bill. I am disturbed by it—not 
because the Federal Power Commission opposes our bill. I would 
expect that. I am disturbed because the Federal Power Commission 

suggests very strongly that under the terms of the Federal Power 
Act, the Commission has the right to grant a license to a private com- 
pany, despite the preference provision of the Federal Power Act. I 
propose that we do not give the Federal Power Commission a chance 
to exercise this right, in its discretion. 

The report of the Federal Power Commission on H. R. 5878, is if 
I may say so, a rather presumptuous one. The Federal Power Com- 
mission, which is an independent agency created by the Congress, is 
telling the Congress that the Commission, and not the Congress, is 
going to decide w vho will get the license. 

The fact is, Mr. Chairman, that if Congress approves section 1 of 
the Buckley bill, it will be setting a most dangerous precedent. fhe 
fact is, Mr. Chairman, that for the past 22 years Congress, with none 
but rare exceptions, has been determining the disposition of !:yro- 
electric project sites—not the Federal Power Commission. 

The private utility interests of this country would like nothing 
better than to see Congress deny itself this power and remand the 
whole question of issuing licenses for hydroelectric sites to the Fed- 
eral Power Commission. The private ‘utility lobby could score no 
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greater victory than that. It would be worth any price to them. In 
my judgment, they would regard the approval of section 1 as a great 
victory and as a prelude to even greater victories. I am totally op- 
posed to yielding them such a victory. 

I am not a little perturbed, Mr. C hairman, by a statement contained 
in an open letter Commissioner Moses wrote on March 17, 1954, to 
the Public Works Committee of the Senate. In that letter he force- 
fully and effectively attacked the propaganda emanating from private 
utilities that a public development of Niagara would be “socialistic.” 

But Commissioner Moses concludes his letter with this disturbingly 
significant sentence : 

If the five private utility companies are smart they will be willing to leave 
the decision as to Niagara to the Federal Power Commission and endorse the 
bill introduced by Senator Case. 

Mr. Jones. May I ask a question there ? 

Senator LenMan. May I finish this sentence, please ? 

Mr. Jones. Yes. 

Senator Leuman. I think Bob Moses was right. If the utilities 
are smart—and I think they are smart—they will welcome the ap- 
proval of section 1 of your bill, Mr. Chairman. I am sure you would 
not wish to grant them this satisfaction at the expense of the public 
interest—at the expense of the vital interest of New York Sate and 
of the Nation. 

I have only one more page. May I complete my statement? 

Mr. Biarnrk. Will you please complete it / 

Senator Lenman. Mr. Buckley, I think I have covered all the dif- 
ferences between our two bills. I think I have covered most of the 
major phases of this whole subject. This is a subject very close to 
my heart and I could say much more, although I have talked a long 
time. But I would not want to duplicate what other witnesses are 
going to say. I think the record will be complete by the time these 
hearings are over. 

I have not gone into the details concerning the magnitude of the 
Niagara project, the number of kilowatts to be developed, nor the 
question of how our development compares with that of our neighbor 
and partner in this project, Canada. I have tried mainly to set forth 
the major requirements of a public development, as I see them. 

[ am sure this committee will report out a bill carrying out the 
spirit of the reservation attached by the Senate to the Niagara Treaty, 
namely, that these waters shall be developed by authorization of Con- 
gress “for the public use and benefit.” 

Mr. Chairman and members of the committee, may I thank you 
very heartily for having me here, and for your patience in listening to 
this long statement of mine. I know it was long, but this is an im- 
portant subject. It is important to me, as I know it is to all of you. 
T am sure I have no greater interest in this from a nationwide stand- 
bo than you gentlemen have. 

I do want you to know how much I appreciate your w illingness to 
give me the time to go into this matter at such length and in such 
detail. 

Mr. Briarntk. Senator, we thank you for your most comprehen- 
sive and certainly most persuasive statement in behalf of this legisla- 
tion. 

Are there questions on my right? Mr. Buckley? 
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Mr. Jones. Senator, as I understood you, in asking that the pref- 
erence clause be written into the authority granted the New York 
Power Authority, it only restates the preference clause spelled out 
in the Reclamation Act, in the TVA Act, in the Bonneville Act, in 
the REA Act, in the Flood Control Act of 1944, and the Atomic 
Energy Act of 1954, which has been a universal expression of prefer- 
ence by the Democ ratic administration and the Republican adminis- 
tration. 

Senator Lenman. You are completely right on that. You have 
stated it much better than I could have. 

Mr. Jones. So you are not asking for anything unusual? 

Senator Lenman. Nota thing. 

Mr. Jones. When you ask for that to be put in the bill. 

Senator Lenman. I am only asking them to follow the policy that 
has been followed in this country for a great many years. 

Mr. Jonxs. Since Theodore Roosevelt. 

Senator Lenman. That is quite right. 

Mr. Jones. That is all. 

Mr. Biarnix. The gentleman from Texas. 

Mr. Gentry. Senator, I see here where you say in your statement: 

Of course, I am not opposed to the practice followed by TVA and other public 
power developments of making payments in lieu of taxes to the municipalities, 
where the project works are located, to compensate them for the loss they suffer 
in property and other local taxes. 
and so forth. 

Senator Lenman. I did make that statement. 

Mr. Gentry. Yes. What about the loss of taxes to the Federal 
Government for that 52 percent, when TVA took over all of those 
places down there? 

Senator Lenman. I think the loss of taxes to the Federal Govern- 
ment will be—the Federal Government, after all, represents the people 
of the Nation—and I think the loss of taxes to the Federal Government 
would be far, far overbalanced by the gain that will come from low- 
cost power, and which has come from low-cost power through the 
Reretneeems to hundreds of millions of people. 

Mr. Gentry. Yes. Now, is it your concept that it will be a very 
fine thing if that was extended to all of the country, and if it could 
be extended to all of the country ? 

Senator Lenman. Before I answer that, I want to say this: You 
know, you talk about the loss of immediate tax revenues to the Federal 
Government, but I wonder, Congressman, if you have not overlooked 
the fact that in the development of, let us say, TVA, or the great 
Northwest, Grand Coulee and Bonneville, that hundreds and hundreds, 
if not thousands of industries, were brought into that area. Millions 
of people were brought into that area. All of those industries have 
made a profit. Not all of them, but many of them have been success- 
ful and have made profits and have paid to the Government far more 
than the losses that the Government might have received through 
the aneninmnait by the public rather than by private industry. 

Mr. Gentry. Now, Senator, did not New York under private enter- 
prise, and Dallas, and Chicago, cause a lot of industries to come in? 

Senator LEHMAN. I am not sure I got your question. 

Mr. Gentry. I understand your statement, and of course that is 
correct. But in places where you have had private power, like New 
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York City, Buffalo, Dallas, and Chicago, have you not had the same 
situation? You have had great development there, have you not? 

Senator Leuman. We have had great development and we have 
recognized the importance of—— 

Mr. Gentry. Well, now 

Senator LenmMan. May I finish my answer? 

Mr. Gentry. Yes. 

Senator Lenman. We have had great development there, but as I 
have pointed out in the figures that I have given, we would have had, 
I believe, very considerably greater development if we had had reason- 
able power rates. Of course, you know as much as I do about this, 
and possibly more. Power rates are a very important factor in the 
successful operation of any industrial concern. As a matter of fact, 
they are a very important factor in the running of a farm. 

If we could have had the rates because of low-cost power, which 
has gone to the areas which have been the beneficiaries of low-cost 
power, then New York State, I believe, would have come along faster. 

Mr. Grenrry. In that connection, would you like to see New York 
City take over and operate all of the utilities / 

Senator Lenman. Would I like to see them ? 

Mr. Gentry. If they do that, they would not pay taxes. 

Senator Lenman. | have never, never suggested that, Congressman. 
I believe that as the country develops we will have—and we now 
depend for 94 percent of our power on privately owned utilities. I 
think we will continue to have to do that. But here there are a few 
remaining valuable hydroelectric power resources which belong to the 
people, and I just do not want to sacrifice them. 

Mr. Gentry. Now I go back to my first question. 

Senator Lenman. Surely. 

Mr. Gentry. You say here you think it is good and well that TVA 
compensate the cities for taxes that they lose because they lose all 
of their utilities that have been paying taxes. Of course, the cities, 
you say, are building immensely. You say that the Federal Govern- 
ment will get compensation because of this building. But if you are 
going to compensate the cities, why should not the Federal Government 
be compensated at the same time for all of the great amount of income 
taxes that they lose ¢ 

Senator Lenman. I think you misunderstood my suggestion. My 
proposal was in the event this public development removes from the 
tax rolls certain properties on which taxes are now levied 

Mr. Gentry. It removes all of the public utilities. That is what it 
removes. It removed all of the public utilities that paid a great part 
of the taxes in the TVA area. 

Senator Lenman. Oh, no. The public utilities that are there now 
were there. 

Congressman, we are not trying to expropriate any public utilities. 
They are operating there now and we hope they will continue to be 
there; and they will be there. 

Mr. Gentry. All right. IT as asking you this question: How many 
electric utilities are operating inside the Tennessee V alley Authority 
region today ¢ 

Sein itor Leuman. How many are? 

Mr. Gentry. How many private power utility companies are still 
oper rat ing inside the Tennessee Valley Authority area ? 
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Senator Lenman. I have no idea, and no figures on it. 

Mr. Genrry. Is it not a fact that there are none? There is not one 
there? You have taken them all ? 

Senator Lenman. I would think from reading and listening to the 
debate on Dixon-Yates that there are some that are still operating 
there. 

Mr. Gentry. There are none. 

Mr. Jones. Some tried to get in, Senator. 

Mr. Gentry. I ask you now, is it not true there is not one private 
utility operating in the Tennessee Valley region—not one? 

Senator Lenman. I cannot answer your question, but my judgment 
is, however, that there are some. 

Mr. Jones. Does the gentleman want an answer to the question / 

Mr. Gentry. I want it from this witness, though. 

Let me ask you this question: What did you think the cities were 
being compensated for when you wrote this statement in your presenta- 
tion? 

Senator Lenman. What is that question again ? 

Mr. Gentry. What did you think the cities were being compensated 
for in the loss of taxes when you put this in the statement, if it were 
not for the utilities that had to sell out because they could not compete 
with the Government power project which paid no taxes to the Federal 
Government ¢ 

Senator Leuman. Congressman, I cannot with any degree of au- 
thority answer that question except to say this: I have been advised 
that taxes paid by the TVA within the area in which the TVA op- 
erates, are two or two and a half times as much as they were previously. 

Mr. Genrry. Certainly, if you bring in new industry. 

Mr. Donvero. Will the gentleman y yield / 

Mr. Gentry. I did not yield to Mr. Jones and I am going to enforce 
it as to you. 

Now, you spoke very critically of the rates being paid in various 

cities of the countr V5 including your own cities in New York State. 

Senator Leuman. Yes. er 

Mr. Genrry. Under private enterprise, and under private utilities. 

Were you a member of the Senate when the 52 percent tax rate 
was imposed ¢ 

Senator LeuMan. Pardon? 

Mr. Gentry. Were you a Member of the Senate when the Congress 
of the United States levied a tax rate of 52 percent on all profits against 
utilities / 

Senator Lenman. I was a Member of the Senate in 1952 

Mr. Gentry. Were you a member of the Senate when you insti- 
tuted the excess profits tax of an additional 30 percent, making a tota! 
of 82 percent on all profits 4 

Senator Lenman. I do not remember the bill in detail, but I was 
in the Senate in 1952. 

Mr. Gentry. You know those utilities, of course, in addition to pay- 
ing taxes to the Federal Government, also pay taxes to their States. 
They pay taxes to their counties, and they pay taxes to their cities, and 
they pay taxes to their road improvement districts, and to their water 
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districts and school districts. Does that not account for much of that 
rate ¢ 

Senator Lenman. I know they pay taxes. Of course, they pay taxes. 
But what do they get in exchange for those taxes? They get a com- 
plete monopoly. if you had $4 ‘billion today, you could not go into 
New York City and compete with the Consolidated Edison. 

Mr. Gentry. Is it not a monopoly, though 

Senator Lenman. Of course, it is a monopoly. 

Mr. Gentry. That is restricted to a 6 percent tax return by law? 
And have you not served as a governor in a State which passed that 
law and enforced that law, which could have been reduced or raised 
within your option ? 

Senator Lenman. Of course, I know we have. I know we have a 
regulatory body there. I am not critical of that body, but they cannot, 
as I pointed out in my remarks here—they cannot use a yardstick. 
That is not going to put down the cost of power to the average con- 
sumer, as was the case in the Tennessee Valley Authority and at Bonne- 
ville and at Grand Coulee. 

Mr. Gentry. Let me ask you this question: You stated in your pre- 
sentation that you are giving something to these utilities. I want to 
ask you what do you say, just in your own words, that we give to these 
utilities if we permit them to make this installation there and furnish 
power from private investment? Just what do you say we give to 
them ¢ 

Senator Lenman. We are giving them a resource that belongs to all 
of the people. It is perfectly self-evident, I think. 

Mr. Gentry. I ask you this: We give them the right to make an 
investment, do we not? And we restrict them to 6 percent on that 
investment under the principle of free enterprise. Is that what we 
give them ? 

Senator LeumMan. We give them the right to make an investment. 
We give them the right- 

Mr. Gentry. And they can only make 6 percent on that investment. 

Senator Lenman. Well, of course, the computation of that 6 per- 
cent is a little bit indefinite, and I have sometimes quarreled with my 
own — service commission. 

Mr. Gentry. You as a governor had the authority to regulate that. 

Let me ask you this, Senator. I want to ask you if you think this 
is complete equity. Ninety-four percent of the utilities in this country 
are private utilities, and six percent are public utilities. 

Senator Lenman. What is your question ? 

Mr. Gentry. I am making a statement and then I want to ask you 
a question. 

Senator Lenman. Iam a little hard of hearing, so we have difficulty. 

Mr. Gentry. Ninety-four percent of the people and 94 percent of 
the volume furnished by utilities in this country—94 percent of it is 
furnished by private utilities and 6 of it by public utilities. I believe 
that is the approximate figure. 

Senator Lenman. Yes. 

Mr. Gentry. It may be 93 and 7. 

Senator Lenman. Yes. 

Mr. Gentry. I want to ask you if you think this is actually equitable 
and fair to the balance of the people. You would take a facility up 
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there at Niagara and you would begin furnishing power to a certain 
number of people at a greatly reduced rate, would you not ¢ 

Senator Leuman. I would hopeso. Yes. 

Mr. Gentry. Yes, you would. And if this power were furnished 
hy a private company, the company would have to pay all of these 
taxes to the Federal Government, to the State government, and to the 
county government and city government, and the road district, and 
the school district, and so on. That is correct, is it not? But your 
power facility would not do that, would it? 

Senator Lenman. Well, they would be certainly exempt from many 
of the taxes. 

Mr. Gentry. They would be exempt from all of the taxes. What 
does that mean? Does it not mean that the people right there will be 
paying probably one-half as much for the power as a community over 
here, maybe 50 milesaway. Isthat not correct ¢ 

Senator Lenman. No, I do not think that is correct at all. I think 
this: We would be relieving the public development of certain taxes 
which the private public utilities might have to pay, but- 

Mr. Gentry. All right. 

Senator Leuman. May I just finish? You are asking me a ques- 
tion and I would like to finish my answer. 

My thesis is, and I think it can be easily proven, that if the costs 
of power were reduced, the consumption of power, that is, electric 
energy, will be increased. And do not forget, that when it comes to 
the distribution of this power within the large urban centers, like New 
York City, or Rochester. or Buffalo, or Albany, or Syracuse, that the 
distribution will still be in the hands of the private utility companies, 
on which they will be permitted to charge a reasonable profit. But I 
believe if my thesis is correct—and I am convinced beyond almost any- 
thing I know that it is correct—as you reduce the cost of power you 
increase the consumption of power. If you do that—if I am correct 
in that, and I believe this—instead of being a detriment to the private 
utilities it will be of great benefit to the private utilities. That cer- 
tainly has been the experience in the low-cost areas with which we are 
familiar. 

Mr. Gentry. I understand your statement, Senator. I do not think 
it is of validity at all, but I understand what you mean and I know 
it, is already used. But I want to ask you again if this is giving your 
statement as you want to give your statement: That the Power 
Authority of the State of New York may go ahead and do what is 
necessary there, and the people who get power from that will be paying 
approximately one-half of what they have been paying, or something 
like that. Is that not right? 

Senator LeHMaNn. I donot believea half. I do not know. 

Mr. Gentry. The people of New York will still be paying the same 
rate they are paying, or close to it. 

Senator Leuman. No, I hope not. 

Mr. Gentry. Do you hope to furnish New York City power from 
there? 

Senator Leuman. I do not think we could today, but knowing the 
advances that have been made in science, I would not say that it would 
not be possible within a reasonable number of years. 

Mr. Gentry. All right. Let me ask you this question: Then you 
would take out 8 or 9 million people of the city of New York, who 
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pay tremendous taxes to the Federal Government in their utility bills 
at the present time, and you would take that tax away from the Fed- 
eral Government, which is a tax which would necessarily have to be 
paid by others to make up for it, and make up for the loss of it. That 
is What you do and that is what happens in every place where we have 
a public power authority. 

Senator Lenman. Congressman, may I say this to you! In the 
6 years I have been down here I have voted for what I thought was 
in the interests of a large area, in my case the Nation. 

Mr. Gentry. You made a good case for that, Senator, in your pres- 
entation. 

Senator Lenman. All right. You have asked me a question and I 
am going to answer it. I do not think you can ever say within any 
large area that one particular city, State, or parish should look on these 
things as a whole. I hope some members of the rural groups are here 
today who have testified today, when I make this statement. When I 
was Governor I urged strongly, as did my two predecessors, Governor 
Smith and Governor Roosevelt, that we recognize the fact that in our 
educational system there were many districts in rural New York that 
just could not possibly pay the bill for an educational program to 
which the people of those districts were entitled, because in ny opinion 
they were entitled to exactly the same program as were the children 
of New York City. 

Well, that meant inevitably—and I am not going into all of the 
details of it—but it meant inevitably that the people of New York and 
the taxpayers of New York had to stand part of the allowances made 
in aid of education for the rest of the State. 

Well, I was the one to do it and I think I was sensible and sound 
and wise in doing it, and I would do it tomorrow. I am doing it today 
and I would do it tomorrow and next year, and I do not know how 
much longer I will be in the Senate, but I am going to be here next 
year anyhow, and I am going to do it. When I believe a thing is 
sound from a national standpoint, I am going to vote for it, even 
though it may have no direct benefit and I can show no direct benefit 
for the State of New York. 

I also want to say, if you wish, if I think something is of benefit 
to New York State as a whole, I am going to vote for it and fight for 
it, even though it means an additional tax on my own city of New 
York, because I do not recognize these provincial, these local, these 
little differences between areas of a State and States of a Union. 

Mr. Gentry. Senator, you are not discussing the thing I wanted 
to discuss. It becomes clear from your testimony you would like by 
this proposal here * make it include all of New York State, or ap- 
proximately all of it. That would be your ambition. All right. | 
want to ask you this: In relinquishing the $20 billion in taxes paid by 
the utility users today under private development in New York State 
to the Federal Government over a 10-year period, if you realize your 
ambition on this project what is going to compensate for all of that 
tax? Who is going to pay for it? 

Senator LenmMan. Congressman, I really think you are misunder- 
standing—not deliberately, but you are misunderstanding my pur- 
pose. I am not proposing that we take over all of the public utilities 
of the State of New York. Far from it. 
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Mr. Gentry. You just said a few minutes ago, Senator, you would 
hope to be serving New York City. 

Senator LenMan, Now, Congressman 

Mr. Gentry. And if you serve New York City you will serve all 
of New York State from this development. 

Senator LenmMan. Congressman, if I gave that impression I am 
very sorry. I do not think I gave that impression. I was talking 
about this one particular development at Niagara Falls. I would 
not be such a fool as to propose that the State of New York or the 
Power Authority of New York take over the Consolidated Edison 
Co., or the Niagara Mohawk Co. Of course not. I know those things 
are there and Iam glad they are there. 

Mr. Gentry. Let me ask you this. It is pretty hard to question 
this witness when someone else is talking to him all the time. It is 
very difficult. You say you would not approve of taking over those 
companies, but you have told us in your presentation you espoused 
TVA and you are a great exponent of it today, and they took over 
every utility in about a 3- or 4-State area down there. You put them 
out of business. They could not exist, as no competitor could exist 
paying the tremendous taxes you helped to impose on private utili- 
ties. ‘That same condition will exist up there. And somebody must 
pay for those taxes to the Federal Government. 

Senator Leuman. Congressman, I am not familiar in detail with 
the TVA because I was not fortunate enough to be in the Congress 
of the United States at the time TVA was established, but I am a 
believer in TVA. I think TVA has done a great deal to develop the 
area which it serves 

I believe this development of Niagara power which involves 
1,125,000 additional kilowatts, which is only about 5 or 10 percent of 
the entire power generated in New York State, would have a great 
effect. 

Mr. Gentry. Senator, of course the principle is the same. The 
principle is the same regardless of how far you take it. Let me make 
this explanation, Senator. I have been taking the New York Times 
for 15 years, and I have read a lot about your record, and I certainly 
appreciate your great service. I am merely questioning you to try 
to develop my own thinking on this thing. It may sound critical 
but I do not mean it that way. I am trying to find out all I can 
about your thoughts on this and just what you mean by making the 
statement you have made. 

Mr. Nicnotson. Will you yield, Mr. Gentry / 

Mr. Gentry. Yes. 

Mr. Nicnotson. The TVA is not getting all of their power from 
hydroelectric plants. We have authorized a great many steam plants 
in the Tennessee Valley, have we not ? 

Senator Lenman. I assume you have. Frankly I am not able to 
give you any expert testimony on the TV A. 

Mr. Nicnorson. I understood you to say though that they get one- 
million-and-some-odd kilowatts from hydroelectricity ? 

Senator Leuman. They get what ? 

Mr. Nicuotson. The got over 1 million kilowatts from hydroelectric 
installations. 
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Senator Leuman. I do not think I mentioned any number of kilo- 
watts from TVA because I am not familiar with that. I was referring 
to Niagara. 

Mr. Nicnuoison. Mr. Gentry was talking about TVA and that is 
why Lasked that question. 

Senator LeumMan. When I mentioned figures of production at all 
times I was talking about the Niagara. 

Mr. Gentry. Senator Lehman, now I want to yield to my colleague 
from Alabama, Mr. Jones, who is going to tear me limb from limb 
on this TVA problem. 

Mr. Jones. I do not know that I want to start out on an expedition 
of tearing limbs, Senator. But in order that the record will speak 
more correctly of the history of TVA, all the business of the sale of 
electric energy, by either a public body or a private body is a monopoly. 
It has to be. Like Wendell Willkie sad when he negotiated the sale 
of his property to the Tennessee Valley Authority : 

They obtain their right as a franchise from the people in every instance of 
their operation in every community in the United States. 

If they obtain a legal right to operate they must have the consent 
of the governed in some form or another. 

Now, is it not rather inconsistent to say that the people of this coun- 
try cannot operate what they legally grant to someone else? Why, it 
would be preposterous. 

Senator LenmMan. Of course, I fully agree with the Congressman. 

Mr. Jones. And, of course, there is nothing new in the proposal 
of the State of New York to acquire water rights. Why, even George 
Washington in the Internal Improvements Act, in his first adminis- 
tration, recognized the Federal interest in developing the natural 
resources of this country, and he asked Congress to make appropria- 
tions for navigation features. That was not any devious or cunning 
scheme to strip the public of its constitutional authorities, was it? 
Why, there would be nothing wrong here. 

Let us get down to this tax situation. Do you know how much the 
Mohawk power group have obtained in tax amortization in the last 
4 years ¢ 

Senator Lenman. I do not have those figures. 

Mr. Jones. Do you know how much power they are acquiring at 
the present time from the Ontario Hydroelectric ? 

Senator Lenman. I am afraid I do not have those figures. I have 
them in my office, but not here. 

Mr. Jongs. Do you know what they are paying Ontario for the 
energy they are acquiring, at the present time ¢ 

Senator Lenman. I know it is very little and I also know this 

Mr. Jones. Now, Senator, let me ask you this question: When the 
Mohawk power group makes application to the ratemaking body of 
the State of New York, do they not include their taxes as a part of 
arriving at a rate structure, or the price to be charged to the consumer ¢ 

Senator Leaman. They certainly include that. 

Mr. Jones. Of course when we talked about the utility paying the 
taxes, it is the consumer that is paying the taxes, is it not ? 

Senator Lenman. Exactly. There is no question about it. In the 
rate structure on which they claim a profit they always include the 
taxes as well as all of their other expenses. 
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Mr. Jones. They are just like a filling-station operator selling 
gasoline, and adding the excise tax and the State taxes to the price 
of the gas that you buy at the filling station. 

Senator Lenman. That is quite ‘true. 

Mr. Jones. You talked about the differences between payments in 
lieu of taxes. When we passed Bonneville, and TVA and the South- 
western Power Administration, we wrote into the provisions of those 
acts that there would be a payment in lieu of taxes, because it was a 
Federal operation, paying taxes to the local political subdivisions of 
the States. That was replacing local taxes. 

Now the State of New York in acquiring this power would not 
attempt to reimburse itself for the taxes which it would lose. That 
would be taking money out of one pocket and putting it in the other. 

Senator Lenman. That is quite true. 

Mr. Jonrs. So the analogy which you make here about the payment 
in lieu of taxes is not analogous to the situation of a Federal operation. 

Senator Lenman. What I really proposed was that these payments 
would be made to local communities. For instance, to the city of 
Niagara Falls if certain property was taken out of the tax rolls and 
used by this public development, that nonetheless the city would not 
lose those tax revenues. 

Mr. Jones. That is right. So it is a different situation. If the 
Federal Government were to construct a project there and operate it 
itself, then your position would be different in regard to the making 
of a payment to the State of New York and its political subdivisions. 

Senator LeHmMan. It certainly would be, except in the manner which 
I have described. 

Mr. Jones. And it would be a consistent Federal policy which is 
spelled out in all of the acts of the same character. Do you know 
whether or not the Mohawk group is obtaining any energy from the 
Atomic Energy Commission ¢ 

Senator Lenman. I do not. 

Mr. Jones. Do you know whether or not there are negotiations on 
the part of the Mohawk group to acquire any energy from the Atomic 
Energy Commission ¢ 

Senator Lenman. I do not. Mr. Machold does not take me into 
his confidence. 

Mr. Jones. Senator, could you suggest the language in this bill that 
would make sure that the Federal Government as a preference custo- 
mer would not acquire the energy for some private operation such as 
Dixon- Yates, or have a recurrence of Dixon- Yates? 

Senator Lenman. My assistant just told me that what we have 
provided for was preference to defense agencies, but I agree with you 
we would be very glad to incorporate in this bill a provision such as 
you suggest. 

Mr. Jones. I do not want to have the bill passed as you propose 
and then come back 2 years from now and find out we did not have 
any energy, and it was going to be a Dixon- Yates proposition. 

Senator Lenman. I would certainly be very opposed to that. I 
would feel very bad about that. I have certainly been opposed to the 
Dixon- Yates contract. 

Mr. Jones. Thank you very much. I have no more questions. 

Mr. Buarnrk. Are there any more questions to my right? 

(No response. ) 
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Mr. Bxatnix. To my left ? 

Mr. Donpero, I wonder if the chairman would suggest a recess for 
lunch? It is half past 12. 

Mr. Biarnix. Mr. Dondero suggests we recess. I would like to 
have the comments of the chairman of the full committee and the 
members on that. It is my suggestion we conclude the questioning 
of the witness, as I think we are close to a conclusion. 

Mr. Donprro. I do not think you are as close to a conclusion as you 
think, Mr. Chairman. 

Mr. Biarnix. Have you many questions? 

Mr. Donvrero. I have a large number. 

Mr. Biarnrk. What are the wishes of the committee. I would 
suggest we proceed. 

Mr. Avcrr. Can the Senator return ? 

Mr. Biarnik. Senator, what is your schedule for this afternoon, 
may we ask? 

Senator Leuman. I have engagements for this afternoon but I am 
entirely at the disposal of this committee. If you want me to come 
back this afternoon, or want me to come back sometime next week I 
will be back. I will be very glad to do whatever you decide to do. 

Mr. Biatnrx. Mr. Dondero, could we proceed until 1 o'clock and 
get a good estimate during that time of whether or not you can com- 
plete your questioning ? 

Senator Lenman. As I say, I will be glad to come back at any time 
that this committee wants me to do it, unless I am holding hearings 
in some committee of which Iam chairman. 

Mr. Biarnrxk. How much time will you need, Mr. Dondero? 

Mr. Donpero. It will not be only 5 or 10 minutes. There is too 
much involved here and we have a distinguished witness before us 
who has given a lot of time to this subject, and I want to ask him 
many questions. 

Mr. Grorce. I move we recess until 2 o’clock. 

Senator Lenman. I am entirely in the hands of the committee. 

Mr. Buarnix. A motion is made to recess until 2 o’clock. Without 
objection it is so ordered. 

(Whereupon, at 12:30 p. m., the hearing was recessed wntil 2 p. m. 
of the same day.) 

AFTERNOON SESSION 


Mr. Biarnix. The committee will come to order. 

The committee will resume its hearings. The committee was to 
resume the questioning of the Senator from New York, the Honor- 
able Herbert Lehman, who has been detained slightly. We will pro- 
ceed, with agreement, with the next witness, with Mr. Clyde Ellis, of 
the National Rural Electric C ooperative Association. 

Mr. Ellis, will you take the stand ? 

I understand you have Mr. Charles Robinson with you, Mr. Ellis. 

Mr. Exsis. We have had to make a change, Mr. Chairman. Robert 
I. Kabat is here with me, a former co-op manager of the State of 
New York, who is on our staff as our legislative assistant, and he, 
agreeable with you and the committee, will, after I have made 
preliminary statement. make the general statement for our national 
organization. 

Mr. Buarnik. Fine. Will you please proceed. 
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STATEMENTS OF CLYDE ELLIS AND ROBERT I. KABAT, REPRESENT- 
ING NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, 
ACCOMPANIED BY JOSEPH NICHOLSON, PRESIDENT, PENNSYL- 

VNIA RURAL ELECTRIC ASSOCIATION 


Mr. Exuis. My name is Clyde T. Ellis, general manager of the 
National Rural Electric Cooperative Association. That is the serv- 
ice organization of the rural electric systems of the United States. 
About 90 percent of them are members. 

Very briefly, Mr. Chairman, the rural electric systems are anxious 
to see the Federal development of Niagara power. We feel that with 
Federal development would come the maximum benefits. Apparently 
Federal development is not in sight. 

Our next choice would be New York State development. And a 
very poor third choice in our opinion would be that of the commercial 
power companies, because we feel that the advantages to the rural 
electric systems, the benefits which would come, would be very few 
under the private development and greater with either Federal 
New York State development. 

Bob Kabat was manager for a few years of one of the rural elec- 
tric cooperatives in New “York State before he came with our national 
organization as a legislative and management assistant. Bob has his 
master’s degree in public administration from Syracuse University, 
knows that area and the problems so far as the farmers and rural 
electric systems are concerned, and, agreeable with you, now I shall 
defer to him to present the general statement of our organization. 

Mr. Biarntk. The gentleman will please take the st: and. 

Mr. Kaspar. My name is Robert Kabat. I am the legislative and 
management assistant with the National Rural Electric Cooperative 
Association. 

First of all, I would like to present to the committee some of the 
very difficult wholesale power problems which our rural electric sys- 
tems face in the Northeast. 

In making our presentation, we are taking into account the fact 
that there are 41 rural electric systems within the States of Ohio, 
Pennsylvania, and New York which are within the economic trans- 
mission distance of the Niagara Falls power project. These systems 
are paying some of the highest wholesale power rates in the country. 

The rural electric systems for the fiscal year ending June 30, 1954, 
in the State of New York paid 11.2 mills for their wholesale power. 
That is over 1 cent a kilowatt-hour and that in some cases is higher 
than the power companies are selling power for retail. In the State 
of Pennsylvania they paid 9.4 mills and in the State of Ohio 8.6 
mills, while the average for the country as a whole was 7.6 mills. 

These rural electric systems are facing the problem of ever-increas- 
ing loads, which requires additional sources of wholesale power. 
Their loads are incre: sing an average of about 12 percent every year. 
In other words, their loads are doubling every 6 years. And this is 
much higher than the rate of increase for the commercial utilities 
which on the average around the country have loads which are 
doubling about every 7 to 10 years. 

Also these systems are faced with the problem of having to exist 
in an area where the power companies, to say the least, are un- 
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friendly, and I say some of these things based on my experience as 
a manager in that area. Back in the early days when these co-ops 
were trying to get started, the power companies took it upon them- 
selves to build spite lines through the whole area, and, as a result, 
the number of consumers served by the cooperatives in the State of 
New York is comparatively small. Also, in recent years these coop- 
eratives have been faced with the situation where the power com- 
panies have threatened, and in some cases actually carried out the 
threat of pirating some of their consumers. 

In a situation like that, our rural electric cooperatives do not have 
much faith in receiving benefits from development of Niagara Falls 
power by the “big five” New York State power companies. 

Also reference was made here this morning to the low rates that 
exist in the State of New York. I would like to mention, if I may, 
the Federal Power Commission report for the year 1954 entitled 

“Typical Residential Electric Bills.” On page 1 of this report is a 
map entitled “State Average Bills for 250 Kilowatt-Hour Residential 
Service, January 1, 1954.” The areas in black are the areas where the 
costs are the highest, and these areas are in the Northeast, including 
New York State, in the North Central part of the country, and a few 
other scattered areas including Arizona, Florida, and Oklahoma. 

The areas where the rates are the lowest are in the Northwest and 
in the Tennessee Valley. For instance, 250 kilowatt-hours in the 
State of New York, during that period, cost $7.81. In the State of 
Washington it cost $4.63, in the State of Oregon $5.36, and in the 
State of Tennessee $4.92, and in the State of Kentucky $6.47. 

Also I think, in considering who should develop Niagara Falls 
power, attention should be « alled to a statement which was made in 
1949 report of the Federal Power Commission entitled “Possibilities 
for Redevelopment of Niagara Falls for Power.” I would like to read 
to the committee this statement : 

Existing power developments do not fully utilize the possibilities at the site, 
either from the standpoint of use of presently authorized or temporary dever- 
sions or in consideration of the maximum possible amounts of water available 
which may be diverted for power use. 

In other words, the very power companies that want to develop this 
power are not even making the best use of the present amount of power 
available to them at Niagara Falls. I just wonder what assurance 
we have that they will make the most efficient use of this large block 
of power which they now want to develop. 

In much of this area that we are concerned with, and in particular 
in the States of Ohio and Pennsylvania, Niagara power represents 
the only hope of our rural electric systems being able to obtain lower 
cost wholesale power. We, of course, in the past have supported 
Federal development of Niagara power—Federal development with 
the usual type of preference. It has always been our belief that that 
would result in the best type of development as far as our people 
being able to share in the benefits from this project. But we will 
support public development by the State of New York providing 
there is a good preference, a good withdrawal clause, and also a clause 
which authorizes the public agency to construct transmission lines 
if necessary. 

We examined the various types of bills before the committee, and it 
is our belief that the only bill that provides a clear-cut preference 
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without any ambiguity, without the possibility of our co-ops having 
to go into the courts to enforce it, is the Lehman-Davidson bill. We 
also believe that this particular bill is better on the withdrawal clause, 
is better on the right to construct transmission lines, and also is better 
on the amount of power which can be made available to rural electric 
systems in adjoining States within the economic transmission distance 
of the project. 

We believe that it is absolutely essential that the preference clause 
and other provisions be very clear cut, and we believe it is even more 
essential based on some developments that have taken place within the 
last few months. 

Recently I attended a hearing in the city of New York where the 
New York Power Authority was considering contracts to allocate 
blocks of power to the State of Vermont, the Aluminum C ompany of 
America, the city of Plattsburg, and the Air Force at Plattsburg. 
The amount of power involved amount to about 40 percent of the total 
output of the St. Lawrence power project. But at the same time the 
power authority had no idea of the overall demand which was going 
to be made on the available power. They had no marketing plan for 
this power. But at the same time they were considering the allocation 
of large blocks of power to these various groups. 

I think the absurdity of this situation can be illustrated by this: 
Representatives of the States of New Hampshire, Connecticut, Rhode 
Island, and Massachusetts appeared at that hearing. The chairman 
of the power authority asked the representative from the State of 
Massachusetts how much power he felt his State should get from the 
St. Lawrence power project. He said, “If the State of Vermont with 
a very small population, mainly agricultur al, is entitled to 100,000 
kilowatts, our State with a heavy “industrial population should be 
entitled to at least 1,100,000 kilowatts.’ 

In other words, the power authority had no idea of how many dif- 
ferent groups were going to come in and ask for allocations of power, 
but at the same time they were holding a hearing on contracts to 
allocate 40 percent of the total output of the project. 

Now, based on experiences like that, we just feel that the Congress 
must specify as carefully as possible the conditions under whic h the 
State of New York will get the right to develop Niagara power. 

Also, one of these contracts which the Power Authority of New 
York considered is very interesting, and that is a contract with the 
Aluminum Company of America. It is a contract for a very large 
block of power at what we consider a very favorabe rate. And it is 
to be made over a long period of time, a period of 48 years, which does 
not exist in any other type of public development. The usual term 
for such a contract is 20 to 25 years. Apparently it is going to be 
the policy of the New York Power Authority to allocate large blocks 
of power to industrial users in spite of the fact that the New York 
Power Authority Act states that preference should be given to the 
rural and domestic consumer and that the needs of industry should be 
secondary. 

In fact, I understand the chairman of the New York Power Au- 
thority, Mr. Robert Moses, made a statement somewhat to this effect 
yesterday: “We are going to distribute as much power as we can to 
new industries, including one old industry, Alcoa.” 
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In fact, I understand he said that they planned to distribute about 
400,000 out of the 750,000 kilowatts of St. Lawrence power to industry. 

Recently we read in the Wall Street Journal where Mr. Moses was 
having conversations with Allied Dye & Chemical Co. and Jones & 
Laughlin Steel Co. about the possibility of their being able to receive a 
large block of the St. Lawrence power. Again this points out the fact 
that our only hope of being able to obtain some protection for our rural 
electric systems lies in the C ongress. 

Aliso the hearings which the power authority conducted on St. 
Lawrence power were, to say the least, not comprehensive. They lasted 
about 2 hours. Our people requested a delay to allow additional time 
for technical discussion of their points, but this was denied. 

If the Congress does not put adequate safeguards in this Niagara 
bill, the Federal Power Commission certainly will not do it. We pre- 
sented briefs before the Federal Power Commisssion in connection 
with the St. Lawrence contract. We appeared as an intervenor. We 
iried to get the usual preference put in, and the FPC refused. 

One further reason why we believe the Congress must put adequate 
safeguards in this Niagara legislation is the fact that the New York 
Power Authority Act in general is superior to developments which 
are taking place within adjoining States. For instance, in the State 
of Vermont the Public Service Commission of the State is authorized 
to receive the power for the State of Vermont and distribute it within 
the State, but they are not permitted to give any preference. The 
Vermont law states the power must be distr bated without preference 
or discrimination. 

Again, since this is not just a project for the State of New York but 
is Interstate in nature, we feel it is up to the Congress to specify the 
conditions for the license. 

I would like to present to the committee and to have inserted in the 
record a resolution which was adopted at our most recent annual meet- 
ing in Atlantic City on Niagara power. This resolution was intro- 
duced from the floor by Mr. Nicholson, who is sitting next to Mr. Ellis, 
and Mr. Nicholson is the president of our statewide association of rural 
electric cooperatives in the State of Pennsylvania. I would like, if 
it meets with the approval of the committee, to have this resolution 
inserted as part of the record and also would like, if possible, to have 
Mr. Nicholson make a very brief statement to the committee on the 
views of the co-ops in Pennsylvania. 

Mr. Buarnik. Without objection, the resolution shall be incorpo- 
rated into the hearings. 

(The resolution referred to is as follows :) 


NIAGARA FALLS POWER 


Whereas there is now being considered by the 84th Congress legislation to 
authorize redevelopment of power at Niagara Falls and provide for 1,300,000 
kilowatts of low-cost hydroelectric capacity on the United States side of this 
great international hydroelectric site ; 

Whereas five private power companies through their friends in the Congress 
are seeking to have this national resource turned over to them; 

Whereas there was legislation introduced by Senator Herbert H. Lehman 
in the second session of the 83d Congress to provide for public redevelopment 
of Niagara Falls power with a preference toward electric cooperatives and 


publie agencies in the marketing of electric energy produced at the project by 
the public agency : Now, therefore, be it 
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Resolwed, That we request the Congress to reject the plans of the private power 
monopolists and to adopt legislation similar to the Lehman bill introduced last 
year, providing for public redevelopment of Niagara Falls power with a prefer- 
ence in the marketing of the output of the project. 

Mr. Biatnix. You ask that this complete prepared statement be 
included in the hearings ¢ 

Mr. Kaspar. That is right. 

Mr. Buarnikx. Without objection. 

(The complete prepared statement of Mr. Kabat is as follows:) 

My name is Robert I. Kabat. I am the legislative and manage- 
men assistant of the National Rural Electric Cooperative Association 
which is the national service organization for approximately 90 per- 
cent of all REA-financed electric-type borrowers in the United States 
and Alaska. 

The rural electric systems throughout the country and especially the 
41 electric cooperatives in New York, Pennsylvania, and Ohio which 
are within economic transmission distance of the Niagara Falls power 
site are vitally interested in the legislation under consideration. 

These 41 rural electric systems within a 300-mile radius of the site 
serve approximately 153,000 farm families and rural establishments. 
They own and operate approximately 36,000 miles of electric dis- 
tribution facilities. In appearing before the Senate Committee on 
Public Works on March 29, 1954, Mr. Ellis, general manager of 
NRECA, presented as part of his prepared statement a table which 
showed that these 41 rural electric systems during the calendar year 
1951 used 474,493,834 kilowatt-hours of electric energy to serve their 
consumers. Later figures are now available—see attached exhibit 
A—and the 1953 Annual Statistical Report published by the Rural 
Electrification Administration shows that these same systems are now 
using 595,372,306 kilowatt-hours per year. This represents an annual 
load growth of approximately 12 percent. And it shows that the 
loads of these systems are doubling approximately every 6 years. 

At the present time the rural electric systems in New York, Penn- 
sylvania, and Ohio are paying approximately 3.8 mills per kilowatt- 
hour for wholesale energy. ‘This is 1.3 mills per kilowatt-hour over 
the national average of 7.6 mills. And assuming that power from the 
redevelopment of Niagara Falls were delivered to the load centers of 
these cooperatives at an estimated rate of 3 mills per kilowatt-hour 
these systems could save approximately $3.5 million per year based on 
their present consumption. This saving would increase each year as 
the use of electricity by the consumers of the cooperatives increases. 

The redevelopment of Niagara Falls would make available an addi- 
tional 1,250 kilowatts of electric power above and beyond that which 
is already being produced at the site. The total demands in kilowatts 
of the 41 cooperatives most vitally interested in receiving power from 
the project is probably only about 135,000 kilowatts, a very small pro- 
portion of the total to be made available. We feel that the over- 
whelming majority of the members of Congress believe in the prin- 
ciples of the rural electrification program and we think that there is 
little question in anyone’s mind that at least some of the benefits of 
Niagara redevelopment should be passed to the cooperatives that are 
in a position to benefit from the project. ae 

The only question seems to be who shall develop the remaining power 
at Niagara Falls and what method can be adopted by the Congress, 
in authorizing construction to insure that at least a reasonable por- 
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tion of the benefits are passed to the rural electric cooperatives and 
other nonprofit organizations engaged in the distribution of elec- 
tricity. 

We feel that in the absence of construction by the Federal Govern- 
ment of the remaining hydroelectric potential at Niagara Falls, and 
the marketing of the power and energy therefrom by an agency of 
the Federal Government in full conformity with established prefer- 
ence principles of Federal power marketing, any legislation provid- 
ing for development and sale of the power from Niagara Falls must 
implic itly, specifically, and expressly provide that the constructing 
and marketing entity be required to sell power from it in accordance 
with these prefer ence principles. 

Our experience with the private utility companies of New York 
and with the New York State Power Authority do not allow us to 
draw any other conclusion. 


PRIVATE DEVELOPMENT 


The commercial utility companies of New York have, from the 
inception of the rural electrification program, attempted to strangle 
the development of the cooperatives in that State. In the early days 
of the program these companies engaged in what we call “spitelining” 
which means that as soon as they learned that a rural electric coopera- 
tive had been organized to serve an unserved area, they would imme- 
diately build their own transmission and distribution lines into that 
area, picking up the load of those farmers most easily served and 
leaving the exceedingly difficult and marginal territories unserved. 
Such practices materially reduced the feasibility of the rural electric 
systems and made it most difficult for them to obtain their original 
loans and to grow and operate on a businesslike economic basis. Once 
the rural electric systems were in operation the companies attempted 
to steal their customers and prevent their development and prosperity. 
For these reasons alone, the rural electric systems in New York, 
Pennsylvania and Ohio feel certain that they could anticipate no 
benefits whatsoever from the redevelopment of Niagara Falls were 
the Congress and the Federal Power Commission to allow the private 
utility companies of New York State to develop the remaining power 
at the site. 

Moreover, the cost of energy delivered to load centers under any 
plan providing for private redevelopment would cost approximately 
5.57 mills per kilowatt- -hour compared to 2.22 mills for energy delivered 
under public development. 

Furthermore, Mr. Chairman, as a matter of principle the rural elec- 
tric systems of the country are opposed to development by commercial 
utilities companies of hydroelectric power where such development 
means that a great natural resource belonging to the people will be 
turned over to special groups to exploit for personal or corporate 
profit. 

In general, the utility companies will only develop sites such as 
Niagara Falls which are extremely profitable and from which a great 
deal of income will accrue to the developer. Other less desirable 
sites are left undeveloped and the Federal Government or other pub- 
lic agencies must step in and build the projects at the less profitable 
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sites if we are to achieve anything like comprehensive development of 
our water resources. 

In addition, Mr. Chairman, when a great natural resource such as 
Niagara Falls is developed by a priv ate utility company, the benefits 
of the site do not go to the people of the area, neither to the rural 
electric systems and municipalities nor to the customers of the utility 
itself, but are dissipated within the corporate structure of the or- 
ganization. As one example, the Niagara Mohawk Power Corp. now 
operates approximately 400,000 kilowatts of capacity at the Niagara 
‘alls site. This is indeed a large block of hydroelectric generation, 
yet Typical Electric Bills—19% 54, published ‘by the Federal Power 
Commission, shows that for residential electric service of 250 kilowatt- 
hours per month, the average bill in New York State was $7.81 which 
places New York within the highest 15 States in the Union for such 
service. Mr. Chairman, we are opposed to the development of the 
remaining power at Niagara Falls by any private utility company or 
group of. private utility companies, both on the basis of natural re- 
source development principles and on the practical basis that we can 
expect no benefits whatsoever for 41 cooperatives within economic 
distance of the site under such a plan. 





THE 





NEW YORK POWER AUTHORITY PLAN 





The experience of the rural electric cooperatives of New York in 
negotiating with the New York State Power Authority for an equit- 
able portion of the benefits to flow from St. Lawrence development 
have been most unsatisfactory. We appeared, Mr. Chairman, many 
times before this subcommittee and its counter b: wrt in the Senate dur- 
ing the years when Federal construction and operation of the St. 
Lawrence power ey was under consideration by the Congress. We 
repeatedly urged that express provisions be included in any legisla- 
tion authorizing the St. Lawrence project to provide that in market- 
ing power from the St. Lawrence project traditional preference rights 
would be afforded to nonprofit electric distribution systems. 

After the St. Lawrence legislation was passed and the Federal 
Power Commission empowered to grant a license for development 
of the project, we held rather extended negotiations with Mr. John 
Burton, then chairman of the authority, with respect to how he would 
implement the marketing provisions of paragraph 1005.5 of the New 
York Power Authority Act which reads: 

* * * and that in the development of hydroelectric power therefrom such pro- 
jects shall be considered primarily as for the benefit of the people of the State 
as a whole and particularly the domestic and rural consumers to whom the 
power can economically be made available, and accordingly that sale to and use 
by industry shall be a secondary purpose, to be utilized principally to secure 
a sufficiently high load factor and revenue returns to permit domestic and rural 
use at the lowest possible rates and in such manner as to encourage increased 
domestic and rural use of electricity. In furtherance of this policy and to 
secure a wider distribution of such power and use of the greatest value to the 
general public of the State, the authority shall in addition to other methods 
which it may find advantageous make provision so that municipalities and 
other political subdivisions of the State now or hereafter authorized by law to 
engage in the distribution of electric power may secure a reasonable share of 
the power generated by such projects * * *. To that end, the authority may 
provide in any contract or contracts which it may make for the sale, trans- 
mission and distribution of the power that the purchaser, transmitter or dis- 
tributor shall construct, maintain and operate, on such terms as the authority 
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may deem proper, such connecting lines as may be necessary for transmission 
of the power from main transmission lines to such municipalities or political 
subdivisions. 

Furthermore, Mr. Chairman, as exhibit A-1 to its amendment to 
application of the Power Authority of the State of New York to the 
Federal Power Commission for a license under the Federal Power Act 
for a power project to be located in St. Lawrence County, State of 
New York, for development of the International Rapids section of 
the St. Lawrence River, the New York Power Authority filed with 
the Federal Power Commission what it called statement of New 
York plan relating to St. Lawrence power development. In this ex- 
hibit A—1, the authority stated with respect to power to be made avail- 
able for use in other States: 

In furtherance of the policy above stated the authority will provide by con- 
tract or contracts (1) with private and public transmission and distribution 
systems for the sale, transmission, and/or distribution of project power so as 
to assure the resale of such power at the lowest possible price for the benefit 
of the people as a whole and particularly domestic and rural consumers; * * * 

We feel that paragraph 1005.5 of the Power Authority Act and ex- 
hibit A-—1 io its license application amendment places a clear respon- 
sibility on the authority to dispose of power under its control in a 
manner that will assure a preference to rural and domestic consumers. 

During our conferences with Mr. Burton at the time the license 
application for construction of St. Lawrence power project was pend- 
ing before the Federal Power Commission, we suggested that one of 
the best ways to assure that at least an apprec iable group of the rural 
and domestic consumers of New York State would benefit from St. 
Lawrence project power would be for the authority to agree to accept 
language in its license specifically affording to rural electric coopera- 
tives of New York and adjacent States preference in the sale of power 
from the project. 

Ultimately after several meetings with the New York Power 
Authority representatives, this suggestion was rejected by the 
authority on the grounds that the New York plan would provide the 
rural electric cooperatives and municipalities of the area with sub- 
stantially better treatment than would be afforded by the inclusion of 
any language in the license granting them specific preference in ob- 
taining the power. 

However, none of the authority representatives was able to put 
forward any concrete plan by which the authority would be able, once 
the project was constructed, to implement its responsibility to give 
preference to rural and domestic consumers, especially in view of the 
traditional unfriendliness between the rural electric systems and 
municipalities on one side and the private utilities of New York on 
the other. 

Subsequently, the rural electric systems of the area intervened 
before the Federal Power Commission with respect to the application 
of the New York Power Authority for the St. Lawrence license, and 
we urged the Commission to condition the license upon language which 
would require the authority to grant the rural electric cooperatives 
and municipalities in New York and adjacent States preference in the 
availability of St. Lawrence power. 

This the Federal Power Commission refused to do and stated on 
page 13 of its opinion issued July 15, 1953 : 
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* * * Tt is obvious, of course, that the Commission cannot lawfully impose 
conditions upon licensees which are not authorized by the power act. Since the 
preference condition is not expressly authorized and is out of harmony with the 
terms of the act we find ourselves unable to impose it in this instance. 

We disagree with this line of reasoning of the Commission inas- 
much as under the Federal Power Act municipalities and other public 
agencies are afforded a clear preference in obtaining licenses for the 
development of hydroelectric sites. We, therefore, think that the pref- 
erence condition we asked the FPC to include in the St. Lawrence 
license is in full harmony with the terms of the Federal Power Act. 

However, notwithstanding our position on this question, the rural 
electric systems of New York and New E ngland have thus far been 
virtually excluded from obtaining power from the St. Lawrence 
project. 

The Power Authority of the State of New York, we understand, 
last week gave its formal approval to a 50-year contract with the 
Aluminum Company of America for the sale to that company of 
174,000 kilowatts of firm power and 65,000 of interruptible power, 
involving about one-third of the total energy expected to be pro- 
duced at the St. Lawrence project. This approval of a contract for 
disposal of a large block of energy from the project to a purely in- 
dustrial customer comes at a time when the authority has made public 
no comprehensive plan for the marketing of the project power in 
compliance with its own enabling act which specifically provides that 
preference shall be given to domestic and rural consumers and that 
industrial customers shal receive only secondary consideration. 

We also understand that the authority has conducted preliminary 
discussions with Allied Chemical & Dye Corp. and with the Jones 
& Laughlin Steel Co. with respect to St. Lawrence power which will 
be available in 1958. We understand that the New York State Power 
Authority is also considering contracts for the sale of smaller blocks 
of power to the city of Plattsburg, the State of Vermont, and the 
United States Air Force. These “latter agreements have not been 
concluded, however, and would be presumably for a 21-year period, 
whereas the already executed Alcoa contract is for a period of 48 years. 

We feel that the New York Power Authority is effectively giving 
preference of availability of the first block of St. Lawrence power 
to an industrial consumer which, according to the New York Law, 
should have only secondary rights on the power. At the time of our 
conferences with the chairman of the authority, Mr. Burton, when 
the St. Lawrence application was pending, we were assured that the 
authority was in a position to negotiate with private utility com- 
panies in New York State for wheeling agreements which would 
provide for the delivery to our load centers of St. Lawrence power 
and which would allow the cooperatives to be customers of the State. 

We can see no indication at the present time that the authority 
plans to undertake any such negotiations for assuring delivery to the 
rural electric systems of any portion of power from the St. Lawrence 
project, nor indeed has the authority announced any overall plans 
for disposition of St. Lawrence power in accordance with the man- 
date of its enabling act. All that has been evident thus far is nego- 
tiations with the municipal system of the city of Plattsburg and the 
State of Vermont for relatively smaller quantities of St. Lawrence 
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power and the execution of a firm 48-year contract for 239,000 kilo- 
watts, representing about one-third of the anticipated energy output 
of the project, to an industrial consumer. 

Mr. Chairman, the rural electric systems of New York, Pennsyl- 
vania, and Ohio feel that they can expect virtually the same treat- 
ment if the New York State Power Authority is given a free hand in 
developing the remaining power at the Niagara Falls site. We feel 
that our only hope for insuring that a reasonable portion of the bene- 
fits from this project will flow to our people is the unequivocal ex- 
pressed mandate of the Congress. This mandate must be set forth in 
the authorizing legislation and provide that whoever constructs the 
Niagara project shall afford preference in marketing the power there- 
from to rural electric cooperatives, municipalties and other nonprofit 
organizations substantially in accordance with the well-established 
principles of Federal power marketing that have been established 
during a 50-year period. 

In conclusion, we urge the subcommittee to recommend the passage 
of H. R. 5878 popularly known as the Lehman-Davidson bill, which 
provides in section 1 that— 

In contracting for the disposition of project power, the licensee (the New 
York Power Authority) shall (A) give equal preference for the purchase of 
such power to (i) counties and municipalities, including their agencies or in- 
strumentalities, (ii) departments, agencies, and instrumentalities of New York 
States, (iii) rural electric cooperatives not organized or administered for profit 
but primarily for the purpose of supplying electric energy to their members as 
nearly as possible at cost; and (iv) the defense agencies of the United States, 
and (B) make flexible arrangements and contracts for the disposition of project 
power to utility companies organized and administered for profit, with suitable 
provisions in such contracts for the withdrawal upon reasonable notice and fair 
terms of enough power to meet the needs of the foregoing classes of preference 
customers. 

We feel that this is the only type of language that will assure that 
the rural electric systems and other nonprofit power distribution agen- 
cies of reasonable benefits from the redevelopment of Niagara Falls. 

In conclusion, Mr. Chairman, I would like to introduce for the 
record a resolution unanimously passed by the 13th annual meeting 
of members of this association in Atlantic City, N. J., on February 
17, 1955. This resolution specifically urges redevelopment of Niagara 
Falls with preference in the marketing of power to nonprofit power 
distribution agencies. 

(Exhibit A to the statement is as follows :) 

EXHIBIT A 
Statistics on REA co-ops in New York, Ohio, and Pennsylvania within economic 
transmission distance of Niagara Falls power project 


[Figures are official REA figures as of Dec. 31, 1951 and 1953, the latest information available] 


| Number of Miles Kilowatt- | Kilowatt- 
consumers, | energized hours pur- | hours pur- 
983 1953. | Chased, chased, 
| _ - 1951 1953 


| 
| 
| 


New York 
Otsego Electric Cooperative, Inc., Hartwick | 


55 | 4,000, 400 


Delaware County Electric Cooperative, Inc., Delhi 51 | 4,586, 800 


, TR4, BOO 
5, 360, 400 


Steuben Rural Electric Cooperative, Ine., Bath | §22 | 3, 400, , 249, 060 


Chautauqua-Cattaraugus Electric Cooperative, 
Cherry Creek ee 1,021, 5 , 236, 670 
Oneida-Madison Electric Cooperative, Inc., 


Bouckville- Me. j , 277, , 565, 254 


592 


oa. ... 


14, 286, , 196, 184 
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Statistics on REA co-ops in New York, Oh 


transmission distance of Niagara Falls power project 


[Figures are official REA figures as of Dec. 31, 1951 and 1953, the 


1 


| Number of 
consumers, 
1953 
Ohio: 
Delaware Rural Electric Cooperative, Inc., Dela- 
ware 
Marion Rural Electric Cooperative, Inc., Marion 
Holmes Rural Electric Cooperative, Inc., Millers- 
burg 
Belmont Electric Cooperative, Inc., St. Clairsville 
Licking Rural Electric, Ind., Utica 
Union Rural Electric Cooperative, Inc., Marysville 
Tuscarawas-Coshocton Electric Cooperative, Cos- 
hocton é 
Lorain-Medina Rural Electric Cooperative, Well- 
ington " 
Morrow Rural Electric Cooperative, Inc., Mount 
Gilead ; | 
North Central Electric Cooperative, Inc., Attica 
South Central Rural Electric Cooperative, Lan- 
caster an : 
Tricounty Rural Electric Cooperative, Napoleon 
Logan County Co-op Power & Light Association, 
Inc., Bellefontaine 
North Western Electric Cooperative, Inc., Bryan 
Lake Erie Electric Cooperative, Inc., Kelleys 
Island ! ; 
Firelands Electric Cooperative, Inc., New London 
Carroll Electric Cooperative, Inc., Carrollton_ - 
United Rural Electric, Kenton 
Guernsey-Muskingum Electric Cooperative, Inc., 
New Concord 
Hancock-Wood Electric Cooperative, Inc., North 
Baltimore ‘ 
Washington Electric Cooperative, Inc., Marietta 
Ohio Midland Light & Power Co., Canal Win- 
chester ‘ phbtedaulebady 


Total 


Pennsylvania: 

Northwest Rural Electric Cooperative Association, 
Inc., Cambridge Springs 
Southwest Central Rural 

Corp., Indiana_-- 
Sullivan County Rural I 
Forksville 
Tri-County 
Mansfield . 
Clearfield Electric Cooperative, Inc., Clearfield 
Claverack Electric Cooperative, Inc., Tonawanda 
Central Electric Cooperative, Inc., Parker 
Warren Electric Cooperative, Inc., Youngsville. _- 
Valley Rural Electric Cooperative, Inc., Hunting- 
don ‘ at. . Aiiiese pe 
Somerset Rural Electric Cooperative, Inc., Somer- 
Jefferson Electric Cooperative, Inc., Brookville 
Bedford Rural Electric Cooperative, Inc., Bedford 
Adams Electric Cooperative, Inc., Gettysburg 


Electric Cooperative 


Rural Electric Cooperative, Inc.,_ 


Total 


Grand total 


1 These figures are for July 1953 through January 1954, 


Mr. Karat. In addition, I have 
electric systems in Ohio and—— 
Mr. Buatnik. Just one moment. 
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io, and Pennsylvania within economic 
Continued 


available] 


latest information 


Kilowatt- 
hours pur- 
chased, 
1951 


Kilowatt- 
hours pur- 
chased, 
1953 


Miles 
energized, 
1953 


798 


8Yu9 
900 


» oto 


360 851, 880 


2 
Dy 


, 902 , 625, 283 
920) 
O00 | 
S40 | 
000 | 


7, 800 


OSD 
000 
524 
800 
500 


13, 
341, 
25, 411. 


», 616, 


5, 043 | }, 834, 800 


» OOF 
» aol, 


, 8Y6, 


, 000 
, 810 
», 949 
56, 420 


400 
700 


Re 3, 140 


53, 815 15, 6) , 419 3, 429, 310 


100 36, 131 


since it is a new co-op. 


statements here from the rural 


The statement from Ohio is by 


W. E. Stuckey, the executive manager of the Ohio co-ops? 


Mr. Kapat. That is correct. 


Mr. BiatnikK. Without objection, so ordered. 
(The statement of Mr. Stuckey is as follows :) 
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STATEMENT oF W. E. Stuckey, Executive MANAGER, OHIO RURAL ELECTRIC 
COOPERATIVES, INC., ON BILLS FoR REDEVELOPMENT OF NIAGARA FALLS POWER 


Mr. Chairman and gentlemen of the subcommittee, my name is W. E. Stuckey. 
I am the executive manager of the Ohio Rural Electric Cooperatives, Inc., which 
is an association of the electric cooperatives in Ohio. I represent the members 
of 29 electric cooperatives serving more than 108,000 member consumers in Ohio, 
who purchased 479,700,000 kilowatt-hours of power from power companies and 
municipalities at a cost of 8.4 mills per kilowatt-hours during the calendar year 
1954. Approximately two-thirds of this load is within feasible transmission 
distance from Niagara Falls. 

The cooperatives in Ohio are vitally interested in the redevelopment of Niagara 
Falis. The watershed in Ohio, composed of a network of rivers, feeds water into 
the Great Lakes system, which in turn is, in part, the water which makes up 
the Niagara River. This water belongs to the people in the State of Ohio. 
Other water from watersheds belongs to the people of their respective States. 
In lieu of this situation, we feel that a reasonable portion of the power developed 
at Niagara should be allocated to Ohio. We further feel that, as electric coop- 
eratives serving electric energy to approximately 50 percent of rural Ohio, these 
cooperatives, together with municipalities and other public bodies, should be 
given preference in the marketing of this power. 

We estimate that by 1960 the cooperatives within feasible transmission distance 
from Niagara would require 200,000 kilowatts to adequately serve their member 
consumers, 

For these reasons we are requesting the members of the rivers and harbors 
subcommittee of the House Public Works Committee to give favorable considera- 
tion to legislation which would require that a license be issued to the power 
authority of New York for the redevelopment of Niagara, and which would 
require the power authority of New York to give unquestionable preference to 
cooperatives and other public bodies. 

I requested, from the chairman of the subcommittee, time to appear before the 
committee to state the position of the cooperatives in Ohio, but was advised that 
time would not be available. In lieu of this situation, the chairman advised 
that I could present a statement for the record through Mr. Clyde Ellis or directly 
to the committee. 


Mr. Karnar. I also have a statement of Mr. Stanley C. Campbell, 
president of the New York State Association of Electric Cooperatives, 
which I would like to request be inserted in the record. 

Mr. Briarntk. Without objection, so ordered. 

(The statement of Mr. Campbell is as follows :) 


STATEMENT OF STANLEY V. CAMPBELL, PRESIDENT, NEW YORK STATE 
ASSOCIATION OF ELECTRIC COOPERATIVES 


The association I represent is a nonprofit affiliation of all the rural electric 
cooperatives in New York State. I am a dairy farmer who lived many years 
without the benefits of electric power and helped organize the Delaware County 
Electric Cooperative, Inc., so farmers in my area could enjoy a decent standard 
of living. 

The cooperatives in New York strongly favor public development of Niagara 
Falls as provided and intended when the State of New York passed the Power 
Authority Act in 1931. We support development by the State and distribution 
and sale of power in such a way that domestic and farm rates for electricity 
will be drastically reduced over the widest possible area. 

We strongly oppose private development of Niagara Falls power. This is 
contrary to New York law and sound public administration. It would constitute 
a giveaway of a public asset to a well-heeled private monopoly that has spent 
millions of dollars of rate payers money to further their selfish aims by con- 
fusing Congress and the citizens of this country. 7 

The rural electric cooperatives in New York came into existence through 
public necessity as the private utilities would not recognize their public-service 
obligations. At the present time the cooperatives purchase electric power gen- 
erated by these same utilities under rate schedules set as high as the traffic will 
bear. These rates are not under the jurisdiction of the New York Public Service 


Commission. In very few States are rates to cooperatives higher than in 
New York. 
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The New York rural electric cooperatives urge early approval of the Lehman- 
Davidson bill for construction, ownership, and operation of the Niagara project 
by the State power authority under terms and conditions consistent with New 
York and Federal laws. This bill assures marketing of the power on a fair 
and equitable basis to bring the maximum benefits to domestic and farm 
consumers regardless of whether they are served by a cooperative, a municipal 
system, or a private company. 

The essence of the Lehman-Davidson bill is the provision requiring first sale 
and delivery of power by the power authority to the small, nonprofit municipal 
and cooperative systems whose cost savings will pass on directly and entirely 
to the consumers in lower rates. This preference is required by New York law 
and is in accordance with Federal policy since the turn of the century. Only a 
relatively small quantity of New York’s Niagara and St. Lawrence power will 
be required to meet this provision of the LDehman-Davidson bill. 

The clear-cut preference in this bill will result in lower rates to consumers 
of the private utilities in New York. This will be accomplished through intro- 
duction of an element of competition that will encourage the private utilities 
to reduce unnecessary expenses and sell more power to bring down unit costs. 
With the municipal and cooperative systems selling power at low rates to 
domestic consumers the utility companies will attempt to meet this form of 
competition. This has been the experience in other sections of the country 
where, with lower retail rates and greater power 
prospered more than ever before. 

The preference in availability of power to nonprofit organizations will greatly 
assist the New York Public Service Commission in regulating rates of private 
monopoly because of the presence of yardstick rates. The regulatory body is 
often restricted in its work by lack of trained public servants and tax appropria- 
tions to carry out their vital function of protecting the public interest. The com- 
petitive, or yardstick, element of the Lehman-Davidson bill will save the tax- 
payer money as well as bring lower power costs and greater use of electricity 
to New York and nearby States. 

The Buckley bill (H. R. 5706) gives no assurance the majority of the munici- 
palities and cooperatives will receive any power. There may not be enough 
power at a low rate delivered to those nonprofit organizations to permit yard- 
stick rates throughout the State and thus assure maximum rate reductions to 
customers of the private utilities. 

The Buckley bill contains vague, general terms suitable for various interpreta- 
tions as to sale of power to nonprofit organizations. It says municipalities and 
cooperatives “shall be afforded an opportunity to purchase as much of the power 
available as they can use economically and practically.” This offers very little 
protection from the whims of the trustees of the power authority. The word 
“available” in that clause would permit the authority to sell all the power to 
big industry and the private utilities, in which event none would be available 
to the cooperatives. If nonprofit transmission facilities are not provided by the 
authority it is possible none of the cooperatives could “economically and prac- 
tically” use Niagara power. If the authority chooses it can contract with the 
utilities for wheeling at a high rate so distant cooperatives could not “‘economi- 
cally and practically” use Niagara power. 

The Buckley bill seems written to favor large industrial customers at Niagara 
Falls, N. Y., and private utilities near the site; however, the New York act re- 
quires preference to domestic and rural consumers. 

H. R. 5706, the Buckley bill, “directs” the authority to build transmission lines 
to industrial users at or near Niagara Falls. But for municipalities and cooper- 
atives the bill directs the authority “to acquire by contract” the use of private 
utility lines for delivery of power ; however, the bill permits construction of lines 
to municipalities and cooperatives only if it cannot obtain the tse of private 
utility lines. There is no protection against excessive charges for the use of 
private lines. 

This section 2 (2) regarding transmission the Buckley bill gives preference 
to industrial customers. The New York Power Authority Act, however, states 
use of power by industry “shall be a secondary purpose, to be utilized principally 
to secure a sufficiently high load factor and revenue returns to permit domestic 

and rural use at the lowest possible rates.” 

The transmission line subsection of the Buckley proposal guarantees big indus- 
try nonprofit transmission costs through a State-owned transmission line. On 
the other hand, this section practically assures the cooperatives a high transmis- 
sion rate through private utility lines—utilities that want to prevent he coming 


sales, the utilities have 
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of yardsick rates to New York. The conditions in the bill upon which the power 
authority may build transmission lines to cooperatives and municipalities should 
depend upon which is the cheaper method of delivery rather than upon a refusal 
of the utilities to lease the use of their lines. If the authority can deliver power 
cheaper through new lines belonging to the State it should be required to do so. 

We have no objection to sale of power to industry, but we feel the intention 
of the New York law should be carried out, and this can be done leaving sub- 
stantial blocks of power for industry. It seems, however, the existing or pros- 
pective industries in several parts of New York should have an opportunity to 
buy low-cost power and create new employment. It does not seem right to us as 
farmers to limit the creation of new jobs to the immediate vicinity of the power 
project. Many depressed areas in New York are not near Niagara Falls. With 
bigh capacity backbone transmission lines built by the power authority industrial 
power could be sold at various locations in the State. 

Section 2, subsection 5, of the Buckley bill seems to provide a loophole for the 
private utilities to skim off the cream of the savings of low-cost Niagara power 
instead of passing on the savings to their domestic and rural users in lower 
rates. This permits utilities purchasing Niagara power for resale to ultimate 
consumers to pass on to consumers only a “share of the savings in costs of gen- 
eration and transmission.” We don’t believe this meets the intent or letter of 
the New York Power Authority Act. It is our belief the savings should go di- 
rectly and entirely to the domestic and rural consumer. 

At the St. Lawrence River the power phase of the project was burdened with 
some costs that should have been allocated to the seaway. This tends to raise 
power costs to consumers and lessen the effectiveness of yardstick rates for 
power. For this reason, as well as the bond provisions, St. Lawrence power is 
more costly than it should be and tends to restrict the economical transmission 
distance and the area that should benefit from the cheap power. We hope the 
Niagara power project will not be loaded with unnecessary costs such as hy- 
draulic tunnels instead of canals. 

The policies of the New York Power Authority regarding transmission and 
sale of power have not been publicly announced up to the present time. It is im- 
possible to know just what its trustees will do. The pattern is being set in the 
first four contracts for sale of St. Lawrence power, and it is becoming clear the 
authority is not striving to bring lower rates to domestic and rural consumers 
over the widest possible area. 

Without announcing an overall plan the authority proposes to sell 45 percent 
of the available firm and high-grade interruptible power from the St. Lawrence 
to 4 purchasers in the immediate vicinity of the project. No one can guess who 
will get the next big block of power. It is evident the authority does not intend 
to send St. Lawrence power far enough to permit a low cost power yardstick in 
New York. 

With this statement I am attaching exhibit A containing the views of the New 
York cooperatives on the first four proposed contracts for the sale of St. Lawrence 
power. This is a statement by R. N. Donavan, May 10, 1955, at public hearings 
before the New York State Power Authority. You will note, in particular, the 
very favorable contract signed by the authority with the Aluminum Co. of 
America. The proposed contracts with three public agencies for St. Lawrence 
power place the State of Vermont, the United States Air Force, and the city of 
Plattsburg in a secondary role compared with Alcoa. 

The rural electric cooperatives in New York urge this committee and the 
Congress to approve the Lehman-Davidson bill for the construction of the 
Niagara Falls project by the New York State Power Authority. This is the only 
bill yet offered that will bring the fullest benefits of low-cost power to New York 
and nearby States. 


(The statement of Mr. Donovan is as follows :) 



















































STATEMENT OF RosBert N. DONOVAN, MANAGER, DELAWARE COUNTY ELECTRIC 
COOPERATIVE, INC., DELHI, N. Y., AND DIRECTOR, NORTHEASTERN ELECTRIC 
CONSUMERS COMMITTEE 












My name is Robert N. Donovan. I am manager of the Delaware County Elec- 
tric Cooperative, Inc., Delhi, N. Y., and a director of the Northeastern Electric 
Consumers Committee. The New York State Rural Electric Cooperative Associa- 
tion designated me to the present the views and objections of the electric co-ops 
throughout the State relative to proposed contracts S. 1, 8. 2, S. 3, and S. 4 
for the sale of the St. Lawrence power. 
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These contracts include 174,000 kilowatts of firm power plus 65,000 kilowatts of 
interruptible power for the Aluminum Co. of America, 100,000 kilowatts of 
firm power for the Public Service Commission of the State of Vermont, 30,000 
kilowatts of firm power for the city of Plattsburgh, and 10,000 kilowatts firm for 
the United States Air Force. The estimated capacity of the St. Lawrence project 
for use in this country is 700,000 kilowatts of firm power and about 115,000 
kilowatts of interruptible power. Approval of these contracts will account for 
a total of 314,000 kilowatts of firm power and 65,000 kilowatts of interruptible 
power, this being about 45 percent of the expected total available firm and 
interruptible output of the project. 

Our first objection is to the sale of this quantity of power without knowing 
whether or not there will be a sufficient supply and method of delivery to meet 
the needs of the cooperatives and other prospective buyers. No overall marketing 
plan or policy has been announced. We believe the authority is directed by 
law to have a plan and that such plan is required to include delivery of power 
to load centers by acquiring or building necessary transmission lines and making 
direct sale to municipalities and electric cooperatives. A piecemeal approach, 
which this appears to be, is not in the interest of lower retail rates and greater 
use for the domestic and rural consumers of New York State. 

Contracts for the sale of power should not be approved until after considera- 
tion of economic studies of a physical integration of the St. Lawrence, Niagara 
(whether publicly or privately developed), and the steam and future atomic 
power potential in the metropolitan New York area. It is emphasized that 
present interconnections of the private utilities in the State are hardly more 
than thread lines on a map in comparison with the high capacity lines needed for 
an effective integration. Without such an integration the rate payers will not 
benefit fully from the public and private power resources of the State. Trans- 
mission studies made in past years should be brought up to date and used in 
connection with establishing a power-marketing policy. 

Proposed contract 8. 1 with the Aluminum Company of America is a preferen- 
tial contract with a class of consumer required by law to receive secondary 
consideration in the sale and allocation of power developed from a public re- 
source with public financing. The proposal with the giant Alcoa delivers about 
one-third of the St. Lawrence potential to one local industry in the north 
country and is opposed by us as to quantity of power, the long-term commit- 
ment to the year 2003, the preferential selling price, and other terms of the 
contract providing special treatment to this customer. Pven the private utilities 
in this State, with their record of tapping the public till, would not have the 
nerve to suggest such a favorable deal for themselves. No conscientious public 
official with knowledge of the law and electric power economics would recom- 
mend approval of the Alcoa contract. 

Alcoa is favored with about a 45-year contract whereas the city of Platts- 
burgh, the State of Vermont, and the United States Air Force are limited to 
about 21-year contracts. 

Alcoa has protection against rate increases not available to the others. 

Alcoa has a rate reduction during periods of possible labor strife, thus making 
it more difficult for the workingman to bargain with his employer. 

With this proposed type rate structure and definition of interruptible power 
in the Aleoa contract, the authority will in effect be undercharging Alcoa and 
overcharging the other buyers. 

Alcoa has the right to sue the authority for liquidated damages under cer- 
tain conditions if the revenue from the St. Lawrence project proves to be more 
than the barebone needs fdr amortizing the bonds. The other prospective pur- 
chasers are not so favorably considered. 

Alcoa’s cost at about 85 percent use factor will be about 4 mills per kilowatt- 
hour for firm power and 2.67 mills per kilowatt-hour for what is termed “inter- 
ruptible power.” The average cost of all the power Alcoa is contracting for at 
this use factor will be about 3.6 mills per kilowatt-hour. The city of Platts- 
burgh, for instance, with a possible use factor of 40 percent, would be required 
to pay under its contract about 6 mills per kilowatt-hour plus 1 mill for trans- 
mission. 

While we believe the rate for all classes of power proposed for Alcoa should 
be changed to bring in more revenue, the power classified as interruptible is in 
effect nearly firm power to an industry of this type. This fact should be recog- 
nized and considered in rewriting the contract. Over the term of the contract 
with Alcoa as small a difference as 1 mill in the rate will result in nearly a 
$100 million loss in revenue to the State. The price for interruptible power is 
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too low even for a utility company capable of firming the power with its own 
steam generators. With the steady and predictable flow of the St. Lawrence 
River this class of power can be scheduled months in advance and should not 
be sold at dump power rates. 

Section 1005, subsection 6h of the Power Authority Act, does not require the 
authority to establish identical rate forms for all classes of consumers. 

Subsection 5 of section 1005 requires preference in the sale of power to domes- 
tic and rural consumers and that sale to industry shall be secondary for the 
purpose of fully using the capability of the plant so power can be sold at the 
lowest possible rate to domestic and rural consumers and to encourage increased 
use by these consumers. Certainly the proposed Alcoa contract does not meet 
the requirements of present law or sound public policy. 

Each of the 4 contracts contemplates delivery of power at 115,000 volts. 
While lines of this low voltage may be acceptable for spur lines to individual 
consumers or load centers, they are not capable of becoming part of a statewide 
interconnected power grid which is so essential to bring the maximum rate re- 
ductions to the domestic and rural consumers of New York State as a whole. 
Lines of more than double this voltage rating are necessary and have been built 
in this country and abroad. For this reason, and there are others, an overall 
plan for integration of generation and transmission should be established prior 
to contracting for the disposal of these large blocks of power. 

We respectfully request the trustees of this authority to give further study 
to these particular contracts and to establish an overall plant for power distri- 
bution and marketing. We request these hearings to be reconvened for about 
4 weeks from now so we and the public can further study these matters and 
present expert witnesses who will give their views on the full impact of these 
contracts. 


Mr. Karat. I also have a copy of a telegram which was sent to Con- 
gressman Buckley by the NRECA New York State director, which 
I would like to have inserted in the record. 

Mr. BiarntKx. Without objection, so ordered. 

(The telegram above referred to is as follows :) 


JUNE 8, 1955. 
Congressman BUCKLEY, 
Chairman, House Public Works Committee, 
House Office Building, Washington 25, D.C. 

Understand hearings on proposed Niagara legislation are underway this week. 
The Steuben Rural Electric Cooperative of Bath, N. Y., wishes to be placed 
on record as favoring the Lehman-Davidson type of legislation. 

We believe that the safeguards for the marketing of power that are included 
in the Lehman-Davidson bill will achieve the ultimate result of bringing the 
benefits of this power to the people as consumers. 

Leo DICKSON, 
President, Steuben Rural Electric Cooperative, Ine. 


Mr. Karat. If it meets with the approval of the committee, I would 
like to submit for the record a statement by Mr. Nicholson. 
(Mr. Nicholson’s statement is as follows :) 


STATEMENT OF JOSEPH E. NICHOLSON, PRESIDENT, PENNSYLVANIA RURAL ELECTRIC 
ASSOCIATION, IN SUPPORT OF THE LEHMAN-DAVIDSON BILI. FOR THE REDEVELOP- 
MENT OF POWER FACILITIES AT NIAGARA FALLS 


My name is Joseph E. Nicholson, I am manager of the Jefferson Electric 
Cooperative, Brookville, Pa., president of the Pennsylvania Rural Electric Asso- 
ciation, president of the Brookville, Pa., Lions Club, member of the board of 
directors, Brookville Chamber of Commerce, president of the Brookville In- 
vestor’s Club, and cochairman of the Jefferson County Sesquicentennial Associa- 
tion. 

In Pennsylvania the farmers who provide electric power for themselves through 
their own RBA-financed rural electric cooperatives have long anticipated some 
relief through the development of the tremendous hydroelectric potentialities of 
Niagara Falls. Located as we are in one of the richest coal-producing States 
in the Union where electric power would be expected to enjoy a reasonable rate 
we continue to pay from about 8% to 11 mills for wholesale power, and our 
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lowest power rate is above the national average. This situation is extremely 
hard for our rural members to understand but we think that with the possibility 


of power from Niagara Falls there is a glimmer of hope for abundant supplies 
of low-cost power. 


In our highly industrialized State we in the rural areas are constantly con- 
fronted with the problem of our farm youth abandoning the field of agriculture 
for a more lucrative and comfortable city life. Farmers have learned to use 
electric power to offset this serious loss in farm labor, and our agricultural power 
consumption has consistently doubled every 5 years since the beginning of our 
rural-electrification program in 1936. 

We are here to support the Lehman-Davidson bill because it provides for clear 
and definite preference in the marketing of power from the Niagara project. 
We feel that the development of this project provides perhaps the last oppor- 
tunity that we in Pennsylvania will have to purchase electric power at reason- 
able rates for our rural consumers to be distributed on a nonprofit basis, and we 
want that power marketed under a clear preference clause. 

Power is already being marketed from the St. Lawrence seaway and we have 
a clear indication of the treatment that we can expect should Niagara Falls be 
developed and power marketed without clear protection for nonprofit preference 
consumers. We were assured that the New York act would protect us in the 
marketing of St. Lawrence power, but contracts for power from the St. Lawrence 
seaway are being negotiated directly with large commercial users without even 
extending to the cooperatives in the area the normal courtesy of an invitation to 
submit proposals to buy the power. This we fear will be repeated when power 
from the Niagara project is marketed unless we are afforded definite protection. 

Farmers in Pennsylvania today look to the future with confidence and hope 
largely because of rural electrification. Farm consumption of electric power 
continues to grow at a phenominal rate, but there is no relief in sight so far as 
the cost of wholesale power is concerned unless the Congress provides through 
the Lehman-Davidson bill clear protection for the rural electric systems. 


Mr. Donvero. Before doing that, however, I think the witness 
should be asked a few questions, and I would like to do that. 

Mr. Buatnik. Would you rather wait until he completes his full 
presentation ? 

Mr. Donpero. As long as Mr. Kabat is on the stand, it will take 
but a few minutes. 

Mr. Buiatnrn. Mr. Kabat, your testimony is concluded. Any ques- 
tions of Mr. Kabat on my right ? 

Mr. Gentry. I would like to ask him a question, Mr. Chairman, 
please, sir. 

Mr. Biatnix. Mr. Gentry. 

Mr. Gentry. You say here in this resolution, Mr. Kabat, which 
you have asked to be made a part of the record: “Whereas, five pri- 
vate power companies through their friends in the Congress * * *” 
Do you not think that is pouring it on just a little bit hard? Could 
you not have said “the friends of private enterprise in the Congress” 
or 

Mr. Karat. Sir. I had absolutely nothing to do with the wording 
of this resolution. 

Mr. Gentry. I know you did not, but you are the man who intro- 
duced it in the record. 

Mr. Kanart. This resolution was presented by our farmers in Penn- 
sylvania at our national meeting and this represents their opinion. 

Mr. Gentry. All right. Now I believe you made the statement that 
you do not believe these companies are doing a good job or making 
good use of the power they already have at Niagara? 

Mr. Kapat. When I made that statement, sir, I was reading from 
the 1949 FPC report on the possibilities for redevelopment of Niagara 
Falls power. That represented the cpinion of the FPC. 
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Mr. Gentry. Does the FPC say they are not doing a good job? 

Mr. Kapar. Yes, sir. It says— 

Existing power developments do not fully utilize the possibilities at the 
Niagara Falls site, either from the standpoint of use of presently authorized 
or temporary diversions or in consideration of the maximum possible amounts 
of water available which may be diverted for power use. 

Mr. Gentry. All right.. Now, let me ask you this: You say in 
your statement at the present time the rural electric systems in New 
York, Pennsylvania, and Ohio are paying approximately 8.9 mills per 
kilows att-hour for wholesale energy. Now if you could get that from 

i public development you say you would get it for 3 mills possibly 
a you could save $314 million 

Mr. Kanart. That is correct. 

Mr. Gentry. Over here you say that the cost of energy delivered 
to load centers under any plan providing for private redeve ‘lopment 
would cost approximately 5.57 mills per kilowatt-hour compared to 
2.22 mills for energy delivered under public development. That is on 
page 4. 

Mr. Kanart. That is correct. 

Mr. Genrry. Let me ask you this question, Mr. Kabat: Ninety- 
four percent of the people in this country today are getting their elec- 
trical energy from private companies All these companies are oper- 
ating under the private-enterprise sy stem and under what might be, 
in effect, competition. They are all contributing to the Government, 
all agencies of Government. And they are contributing many billions 
of dollars. They have contributed $20 billion in about 10 years to 
the Government, to the Federal Government alone by the way. 

Now, if you cut out that area up around Niagara, you will put 
another 1 percent or whatever it might be over on the other side, but 
you have not cut down the expenses of the Government any. Those 
taxes have still got to be paid. Today that area is paying just like 
the balance of the 94 percent. 

Now, if you cut them out and do not make them pay these taxes, 
which will give you these rates you are talking about, then the remain- 
der of the 94 percent have not only got to pay as they are paying 
today but they have got to be moved up higher to pay the bill. 

Now, do you think that we should keep going with that process, 
which might fins uliy get down to where 20 percent of private enter- 
prise in the utility field might have to pay the whole bill? 

Just tell me if you think that is justified. 

Mr. Kanar. Well, first of all, I would like to state that the differ- 
ence nm ween those two costs is not represented solely by taxes. 

Mr. Genrry. All right. I am glad you said that. Now, just tell 
me what percent you think is represented i in taxes. 

Mr. Karar. Well, if I may, I would like to insert for the record what 
the Federal Power Commission based their costs on, and first I would 
like to present it for public development, and then I would like to 
Piaetit it for private development. 

Mr. Gentry. That can go in the record. Do you want to present 
itnow? Do you want to read it or put it in the record ? 

Mr. Kanar. I will at this time just mention the figure that they 
allowed for taxes if I may. 

Mr. Gentry. Yes. 

Mr. Kapar. They allowed a figure of 6.27 percent for taxes. 
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Mr. Gentry. What is that 6.27? 

Mr. Karat. That 6.27 percent represents the annual fixed cost allo- 

cated by the FPC to taxes. They did not allocate anything for pay- 
aint in lieu of taxes for public development, but they stated the 
tax loss from public development would be very small. I presume 
that that represents the difference between what the public develop- 
ment would have to pay in local taxes and Federal taxes as com- 
pared with the 

Mr. Gentry. Well, all corporations in this country start by paying 
52 percent to the Federal Government. ‘They pay to the other agen- 
cies. And the taxes amount to 60 to 90 percent of their revenues, 
and that is of their net revenues before taxes are paid. None of them 
get off with less than 60 or 65 percent of the whole amount, and some 
of them go up to almost 90. So it is a tremendous figure. 

Mr. Karat. Of course, it is our position and our feeling that the 
right to operate as a nonprofit enterprise is open to any corporation, 
and if they want to operate on a nonprofit basis as our rural electric 
systems do, they would not be faced by these very high taxes. 

Mr. Grorcr. Will you yield there ? 

Mr. Gentry. Yes. 

Mr. Groree. If every business operated under that system in the 
country, then who would furnish the taxes to run our Federal 
Government ? 

Mr. Kapar. One thing that happens—at least it has been our ex- 
perience in the rural electric field—is that once the people are able to 
get the benefits of low-cost power or lower-cost power, the amount they 
yay in Federal income taxes on their individual farms, the amount 
they pay in local property taxes on their individual farms increases 
considerably, and I think that this can probably be well illustrated 
down in the Tennessee Valley where there was such an increase. 

Mr. Gerorer. If you could distribute those benefits all over the 
United States so that you did not establish preference for a few select 
people, then I might be inclined to agree with you. But what you are 
asking us to do is to take a small segment out and give them prefer- 
ence on rates and on taxes to the detriment of the rest of the country 
as a whole, are you not ? 

Mr. Kaspar. Well, we believe that unless there is some way to bring 
this power to consumer-owned nonprofit systems at cost there will be 
no yardstick established, and the on effective way to bring down these 

rates is through the competition of the yardstick. In other words, 
if power can be brought at cost to our rural electric systems, to the 
municipal systems, that will bring down the costs for ali consumers. 

Mr. Grorce. Should we socialize then the whole power industry in 
the United States ? 

Mr. Kapnar. No, sir. We believe there should be both private and 
public power, and we just want to see some healthy competition. 

Mr. Grorcr. But when you do that you establish a special class in 
certain areas to the detriment of other sections of the country, do you 
not ? 

Mr. Kaspar. We do not eee that our rural electric systems are 
put in the position of a special class. They are small systems, mar- 
ginal economically. They are doing something that in most cases the 
private utilities never wanted to do. They do not have the resources 
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to build the heavy transmission lines to these hydro sites. The 
enly—— 

Mr. Grorce. You folks are relatively small consumers of electric 
power in comparison with industry. I have in mind large-power 
users, big industry that might move into your area from such other 
areas as Texas or down in my State of Kansas or some other place 
because we have subsidized power in this special part of the country 
through special tax privileges. And it is working to the detriment 
of every section of the country that is in that 94-percent area. The 
6 percent is getting a special tax discount through Government pref- 
erence. Is that not true? 

Mr. George. And if it is not, why is it not ? 

Mr. Kanar. I believe one thing that will happen if the people in 
New York State are able to get low-cost power and some of them get 
it at cost is that you will find that rates in that whole surrounding 
area will godown. You can draw a series of concentric circles around 
the Tennessee Valley area and you will find the rates in these con- 
centric circles tend to increase as you get further away from the TVA. 

Mr. Grorcr. But does it not work to the detriment of the parts of 
the country that are not in this pre ‘ferred area in industrial develop- 
ment and in rates and in amounts of taxes they have to pay to make up 
the difference of the folks who are tax free ? 

Mr. Kasar. Of course, we would like to see every area of the country 
be able to participate in some of these low-cost power projects. I 
mean we do not like to see them restricted to the Northwest or to the 
Tennessee Valley. We would hope that every area would be able to 
have 1 or 2 of these projects in order to offer the competition to 
bring down the rates and prevent the condition that you are 
mentioning. 

Mr. George. But it does work to the disadvantage of everybody who 
is not in that area, does it not ? 

Mr. Kapar. I do not think it does. 

Mr. Grorer. Well, why does it not—in tax preference and in rate 
preference ? 

Mr. Karar. I do not have the figures on this, but it is my under- 
standing that, for instance, the TVA has resulted in large increases 
of purchases for equipment, appliances, and so on, in other States, 
and if the TVA did not exist, these purchases would never be made. 
And it is my understanding that those purchases have benefited Penn- 
sylvania, New York, Ohio, and so on. I think when you raise the 
economic level in one particular part of the country, it benefits the 
whole country, and I think one way it benefits the whole country is 
the fact that the people in the area affected pay higher income taxes. 

Mr. Grorer. I think the record shows there has been just as much 
industrial development outside of TVA in the South as there has 
been in the TVA valley as far as that is concerned. But I think we 
are setting up a special class and a special-privilege group in certain 
areas, and it certainly does not apply to my part of the country and 
it does not help my part of the country to do that. 

Mr. Buatrntx. May the Chair interrupt for a moment here, not to 
interrupt the questioning. It shall continue if there are more ques- 
tions the committee would like to ask. The Chair announces that the 
Senator from New York has returned upon request of the committee. 
We have kept him waiting here. 
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Mr. Gentry. Just let me finish with my two questions. 
Mr. Brarnik. The question is whether we can dispose of these 
questions within a few minutes. [f it is going Kein that, the Chair 
will be compelled to ask the National ‘Rural Electric Cooperative 
Association witnesses to suspend so that Senator Lehman may 
continue. 

Mr. Donpero. I will need just 1 minute. 

Mr. Buatnik. The gentleman from Texas had the time. 

Mr. Gentry. Just one second and I will be through. Has your 
thinking progressed to the point or has your political philosophy pro- 
gressed to the point, Mr. Kabat, that you now feel that government or 

agencies of government can administer operations more cheaply than 
private enterprise ‘ 

Mr. Kapat. No; I would never advocate anything like that. I be- 
lieve that each individual project or whatever is under consideration 
must be examined on its merits, and I am sure— 

Mr. Gentry. I am just asking you about your feeling as to the rela- 
tive efficiency with which various ones can operate, the Federal Gov- 
ernment with relation to private enterprise, the agencies of govern- 
ment as opposed to private enterprise. 

Mr. Karat. I do not have any opinion on this matter, and I do not 
have any figures which would prove one is more efficient than the other. 

Mr. Gentry. Here is the second question, You stated that you 
believed the Tennessee Valley Authority, by going in there and giving 
them cheaper rates will cause them to grow a lot more and in that 
way they will make up for the fact that the utilities do not pay any 
taxes to the Federal Government. Is that right? 

Mr. Kaspar. I am not sure that the increase would be exactly the 
same, but I am saying it does result in an increase in income taxes. 

Mr. Gentry. Have you ever compared the rate of increase in the 
Tennessee Valley Authority with the rate of increase, for instance, in 
Texas in the last 10 years? 

Mr. Kapar. Are you referring to the rate of increase in—— 

Mr. Gentry. Of industry and business growth and so on. 

Mr. Kazat. I never made any such comparison. 

Mr. Gentry. It does not compare with the rate of growth in parts 
of Texas. It does not compare with a lot of other places, although 
they are getting much cheaper electricity in the TVA area, very much 
cheaper. 

That is all. 

Mr. Biatrntx. Mr. Dondero. 

Mr. Donvero. Mr. Kabat, the number of people that you serve in 
the State of New York is about 4,600? 

Mr. Karat. No, sir. We serve 5,500 farm families 
represent roughly 15,000 to ‘ 50,000 pesple. 

Mr. Donpero. Do you pay taxes on the power you buy and distribute 
to them ? 

Mr. Karat. Sir, we do not pay 

Mr. Donpero. You can answer that “Yes” or “No.” 

Mr. Kaspar. We pay State and local property taxes. 

Mr. Donpero. And the number of people a you are serving 


amounts to less than one-tenth of 1 percent of the electric customers of 
that State / 


. which would 
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Mr. Kanar. That is true, but I think just the presence of the pro- 
gram in New York State has resulted in more farmers being able to 
get electricity and at lower rates. 

Mr. Donvero. And the figures that I have here are that the amount 
of the consumption of electricity is about one-twentieth of 1 percent 
of the electricity used in the State of New York. And that is all you 
do represent ¢ 

Mr. Kanar. But, sir, we are talking here today 

Mr. Donprro. Wait just a moment. You can answer that “Yes” 
or “No.” 

Mr. Kanar. I do not have any such figures. I presume that is prob- 
ably about right though. 

Mr. Donpero. That is all, Mr. Chairman. 

Mr. Buarnik. Further questions ! 

Mr. Scuwence.. I would like to preface my question by saying that 
I am very friendly and always have supported REA developments in 
my State, and I think they have been a healthy influence on our 
country. 

You are an important witness here today, and you have made some 
statements that 1 think we ought to be sure about and it should appear 
in the record so we will have the complete basis on which to pass our 
judgment on this matter before us. 

My question relates to the statement that you made which I think 
is quite serious that private companies built ‘ ‘spite lines.” Now, what 
I would like to have you do is give us some examples, specific examples, 
of where that was true. 

Mr. Kanar. Sir, I think you can go in the areas where our co-ops 
serve, for example in Oneida and Madison Counties in New York 
State, and you can look at that area. Then you can come back and 
look at the original project map of our rural electric cooperative and 
note that originally this co-op, back in 1940, was supposed to serve 1,200 
consumers. In other words, 1,200 people indicated then that they 
wanted power from this co-op. ‘Today this particular co-op only has 
about 550 consumers. In other words, the power companies built the 
lines to serve these people after the co-op was formed, after the co-op 

signed the people up and agreed to provide them with service which 
the power companies were never willing to provide previously. 

Mr. ScuweEncGex. Will you name that company ¢ 

Mr. Karat. There were several companies involved. One was the 
New York State Gas & Electric Co. Another one was the Niagara- 
Mohawk Power Co., two of the companies which are involved in the 
present 

Mr. Scuwenecet. Now, will you state the exact location of some of 
those lines that were spite lines? 

Mr. Karat. They were located in Oneida and Madison Counties in 
New York State, and again, in order to determine the exact location, 
you would have to go and look at the original project map for the 
cooperative. I’m sure other cooperatives in the State of New York 
had similar experiences. 

Mr. ScHWENGEL. You cannot name an exact line, except location of 
a line that was a spite line? I think thisisaseriouscharge. I think 
we ought to know about it in the committee. 

Mr. Kasart. I cannot name—— 
Mr. ScuweEnce.. If it is true, we ought to know about it. 
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Mr. Kanar. I cannot name from what particular highway point to 
what particular highway point it went. I would have to have the 
co-op map in front of me to do that, but we can supply the map. 

Mr. ScowenceL. I for one as a member of the committee would like 
to have it. 

That is all. 

Mr. Buatnix. Mr. Cramer. 

Mr. Cramer. I got the definite impression from your testimony quite 
definitely that you feel so long as we get a public body in here fur- 
nishing power that the competition will force the price of the private 
power company down. If that is a thesis that can be followed through 
to its logical conclusion, then would you not say that it is possibly the 
fault of your New York Utilities Commission that sets the rates per- 
mitting the private companies to make too high a profit if that factor 
alone would cause the price to be reduced ? 

Mr. Kapart. I would like to have Mr. Ellis answer that question if 
I may. 

Mr. Exxis. We have done a great deal of work in that field. We 
are buying power all over the United States from the power com- 
panies and from the Federal Government. We buy about half of 
what we use from the private companies. Our experience has been 
that we are never able to get the protection on wholesale rates from 
the State commissions which we get from the competitive force of 
some Federal or State public development within an area. The rates 
always come down to us by the private companies after these Federal 
developments go in. I can think of no exception, and I can give you 
many Instances. 

Mr. Cramer. Then do you not think the fault of the situation is 
not that the Federal Government does not permit public power to go 
in but the fault is that the State legislatures are not willing to grapple 
with the problem themselves and restrict or so set out the powers of 
your local price-fixing commissioners so that they have to give the 
power to the people at a rate that they would have if they had com- 
petition ? 

Mr. Exits. I think your statement, sir, is sound, but I think the 
problem is almost too big to be dealt with by the States individually 
any more, and, as a rule, neither the State regulator y bodies nor the 
Federal Power Commission have, either singly or together, sufficient 
authority or sufficient accountants to make ‘the stulied to determine 
the facts upon which to base their opinions to get the results which 
a little competition will get in terms of lower rates. 

Mr. Cramer. Then, in effect, what you are proposing is some sort, 
by direction or indirection, of Federal price-fixing authority ? 

Mr. Ex.is. The thing which is most effective is the very sort of 
thing we are advocating here today—a Federal or State development 
such as Niagara—and that will give us lower rates. It just always 
does. 

Mr. Cramer. It has been my understanding that price-fixing au- 
thority in the utility field has always been a power retained by the 
States, and it appears that your approach is to do indirectly what 
xannot be done directly under the Constitution. 

Mr. Exuis. Well, if that is it, then I am still for it. , 

Mr. Cramer. Well, now, there is just this one other question that 
I had, and that is with regard to this: I was interested in your state- 
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ment on page 5 with regard to the fact that the private companies 
are dissipating within their corporate structures a lot of the benefits 
that you believe should belong to the people. Now, again, if that 1. 
the situation, is it not the fault of your power commissions that are 
supposed to be rate-fixing bodies to permit this condition to exisi ’ 
And I would like to know to what extent it exists and in what in- 
stances. 

Mr. Exxis. Excuse me one second. 

Mr. Cramer. If these power companies are being permitted to 
dissipate in one form or another a lot of the assets that belong to the 
consumers, I would like to know about it. 

Mr. Exuis. Yes, in this way, sir: Wherever the private companies 
have developed the hydro resources of the country we certainly do not 
get the same benefits or anything comparable by comparison with 
those of the Federal Government. Now, as in this case here where it 
is mentioned that Niagara Mohawk is developing a tremendous quan- 
tity of the power of the falling water at Niagara, still we do not seem 
to get the benefits from it in the outer area there. We are still paying 
in that area one of the highest wholesale rates for electricity in the 
country. 

Mr. Cramer. I understand that, but where within the corporate 
structure of the organization are these benefits being dissipated ? 

Mr. Ex.is. Well, I am not sure I can answer that. I simply say 
if they get the benefits and do not pass them on to the people, then 
somewhere inbetween they must have been dissipated. They are 
not passed on under the utility laws of the States which attempt 
to control the monopoly sort of enterprise which you have in the 
power companies. 

Mr. Cramer. By dissipation you do not mean they are improperly 
dissipated? What you mean then, as I understand it, is the fact that 
they have to pay taxes and all these other different factors that go 
into the increased cost? Is that correct ? 

Mr. Exits. Well, it is an involved matter, but there are many other 
ways they can dissipate them. The power companies of this coun- 
try are literally pouring out millions upon millions of dollars in propa- 
ganda advertising. That is one way. And the costs of this propa- 
ganda are charged to the consumers. They are not charged to the 
profits but are included in the rates charged the consumers. That is 
one way that these costs can be dissipated. 

Still another way may be by the type of operation which seems to 
exist in some of the New York-New England area where the com- 
panies have not modernized to the extent they have in other areas by 
forming the kind of power pools, by tying them in to other sources of 
dev elopment that would give them the maximum efficiency in opera- 
tion that has been achieved in some parts of the country. 

Mr. Cramer. How much does the REA spend for advertising ? 

Mr. Exuis. Very little. They have very little they could possibly 
spend. 

Mr. Cramer. To what extent are they restricted in advertising if 
they should see fit to do so? 

Mr. Exuis. They are restricted only by the economics of the situation. 
»- Mr. Cramer. They are not restricted whatsoever? Now, to what 
extent under your policy set up by your New York utility price-setting 
authority are they restricted in advertising ? 
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Mr. Exxis. None that I know of. 

Mr. Cramer. I beg your pardon ? 

Mr. Exxis. Not any. Not restricted. 

Mr. Cramer. Is it not reasonable to assume they are to some extent 
restricted? In order to set the power rate they go over every single 
type of expenditure the company has and allocates them so much over 
that as a reasonable profit ? 

Mr. Enis. I am not sure that I get your question. 

Mr. Cramer. Well, I will just let the question stand. I do not want 
to take any more time of the committee. 

Mr. Atcer. Mr. Chairman, I had one question briefly. 

Mr. Buiatntk. If it is one question. We are not trying to curtail 
any members, but we will just have to ask the REA witnesses to stay 
over and come back if it is necessary to continue this extensive ques- 
tioning. 

I yield to the gentleman from Texas. 

Mr. Acer. I summarize everything I heard in the hearing in just 
one question. In your mind, is there anything behind the strength of 
this country economically but profitmaking ? 

Mr. Exxts. Oh, yes, a great deal beside profitmaking. 

Mr. Aucer. Economically, in support of this country, is there any- 
thing that supports this country economically but the profitmaking 
motive in businesses and individuals who pay taxes? 

Mr. Exuis. I am not sure that I can answer your question yes or no, 
but I would say this 

Mr. Aucer. I do not think you can, but I want to hear it. 

Mr. Exuis. I would say this: That a great number of Government 
activities are absolutely essential in my opinion to the successful oper- 
ation of the profit system, including making available to the people on 
a mass basis the natural resources of this country, such as was done by 
the Homestead Act of 1863, and such as was done by the various power 
laws beginning in the Teddy Roosevelt administration and on down to 
the present time, which provided that the resources of falling water 
might be available to all the people and the benefits might be guar- 
anteed to them through a sort of preference or antimonopoly clause 
in the law. 

I think those things are essential to the profit system as well as to 
the whole economy. 

Mr. Acer. That is all. 

Mr. Jones. Just one question. Is there any responsibility to rest 
upon the profit system itself, the profit system that the gentleman from 
'‘lexas speaks of? It has some responsibility ; does it not ? 

Mr. Exuis. I think so, and I think that monopoly is one of our 
greatest enemies within that profit system. 

Mr. Biarnix. Thank you, Mr. E llis, Mr. Kabat. and Mr. Nicholson. 
We have your statement in the record already. If it is necessary to 
have further questioning, we will hear you after we complete the cross- 
questioning of the Senator. 

We will continue with the cross-questioning of the Senator from 
New York. 

Senator, we appreciate your returning at the request of the com- 
mittee. We know you have had to cancel your afternoon engagements 
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to be with us again today. I apologize that beyond our control we 
have continued for this pi ist half-hour or so. 
The gentleman from Michigan, Mr. Dondero. 


STATEMENT OF HON. HERBERT H. LEHMAN, A UNITED STATES 
SENATOR FROM THE STATE OF NEW YORK—Resumed 


Senator Leuman. Thank you very much indeed, Mr. Chairman. 

I did not object to the little period of delay before you called me, be- 

cause I have had quite a hearing this morning, and I have been pretty 
busy since then. But I am very glad indeed and I am very appreci- 
ative indeed of the opportunity of appearing here this afternoon. 

Mr. Brarnix. The gentleman from Michigan. 

Mr. Donpero. Senator Lehman, I do not anticipate when we get 
through 

Senator Leaman. I cannot hear you, Congressman. 

Mr. Donpero. I will try to make myself heard by you. Senator 
Lehman, I do not anticipate that when we get through discussing this 
matter this afternoon that you and I will be of any “different opinion 
than we are now. You are for public power, and I am for private 
enterprise wherever private enterprise can do the job. 

This morning you made the statement on which I think you and I 
can agree that we both voted for many projects all over the United 
States even though they did not benefit our particular State. Is that 
not correct 4 

Senator LenmMan. That is correct, yes. 

Mr. Donvero. Do you think that this project would aid the State 
of Michigan ? 

Senator Leuman. Congressman Dondero—— 

Mr. Donpero. I think you can answer that 

Senator Lenman. May I answer this as I wish? You have asked 
me a question. May I answer it? It may take just a little bit longer 
than you would like. 

I think the principle for which I am standing, for which I have 
long stood, is of benefit to the State of Michigan. I remember the first 
time I appeared before a House committee in behalf of the seaway 
was in 1941, although I had been in favor of the seaway for a long 
time. And I recall the great interest you had in the seaway. I would 
almost say that you were one of the fathers of the seaway. 

Mr. Donvero. You are touching me where it is rather tender, 
Senator. 

Senator Lenman. All right. Now, you asked me whether this 
principle which I have enunciated about a national interest being 
of interest to every State would touch the State of Michigan. 

When I appeared here I was Governor at the time, Governor of my 
State of New York. I appeared here in favor of the seaway as I had 
at many other hearings, not congressional hearings, not before this 
committee, but other places, many years before that. I appeared in 
spite of the opposition of a great many interests in my own State. 

The port of New York yo the seaway because they believed, 
or some of the people in New York believed, that it was contrary to 
the interests of the port of New York. 

This morning when I came in I saw a gentleman who was here from 
Buffalo. The port of Buffalo opposed the seaway. 
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Even though I thought it might be possibly unpopular in my State 
to support the seaway, I supported it because I thought it was in the 
national interest ine because I felt that what was in the national 
mes was in the interest of my own State. 

I do not know whether this particular project is of interest to the 
State of Michigan, but 

Mr. Donprro. Senator, I should have confined it in a narrower 
sense. We do not get any of this power. I have this advantage of 
you. I have already voted for it. I intend to vote for it again. 

Senator LenmMan. Yes, am glad. I know you 

Mr. Donvero. It is me rely a matter of who should do it. 

Senator Leuman. Congressman, I know that, and I know on how 
many questions you and ‘T have stood side by side. But I am just 
mentioning this. I do not think one can say that the development of 
the power on the Singur River can be directly assessed in terms of 
Michigan or Georgia or North Carolina or Texas or Arizona or New 
Mexico. I do believe that what is of interest in one part of the country 
is of interest in other parts of the country, to other parts of the coun- 
try, and that is why I say I believe that this development is of interest 
and should be properly of interest to all parts of the country, because 
it is of interest to the great Northeast, which consists of New York 
State, the New England States. 

Mr. Donvero. Senator, I think when you were before this committee 
2 years ago your testimony showed that New York State had more 
industry within its boundary lines than 27 other States. I do not 
mean combined but 27 other States of the Union. You do not want 
this committee to believe that because private industry or private 
enterprise has developed the power at Niagara that that has been 
any cause for losing industry in New Yor k? In fact, they have ap- 
parently been invited to your State. 

Senator Lenman. If I may say so, Congressman, and you may cor- 
rect me by the record, I am not sure, but T would be very much sur- 
prised if I testified that New York State had, if 1 understood you 
correctly, the industry equivalent to 27 other States. 

Mr. Donvero. No, more industry than 27 other States in the Union, 
not combined but individually. 

Senator Lenman. Oh, that may be. That may be. But I can make 
this statement: If you are saying that we have more industry than 
27 other of the 48 States of the Union 

Mr. Donpero. I did not say that, and I did not say that you said it. 

Senator Lenman. Oh. 

Mr. Donvrero. But that you did have more industry than 27 other 
States individually. 

Senator Lenman. That may me true. 

Mr. Donvero. Would you say that that was because your State had 
ample and adequate power to satisfy such industries / 

Senator Leuman. No, I do not say so. 

Mr. Donpero. Do you say that 

Senator Lenman. If that statement was made and I understood 
you to say I made it—you now say I did not make it and I am sure 
I did not but I might have—that we had more industry than 27 of 
the 48 States, I suppose that is true, but let me point out to you, 
Congressman, that we have more industry than 47 other States of 
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the Union—that we pay far more taxes than any 1 of the 47 other 
States in the Union. 

Mr. Donpero. And included in those taxes, Senator, are the taxes 
paid by private industry operating in your State. 

Senator Lenman. Well, I 

Mr. Donprro. Otherwise you could not pay them. 

Senator Leum an. Well, we have that, but those taxes are not 
due to- 

Mr. Donveno. I listened to you this morning, and wondered who 
it was that paid your salary and mine as Members of Congress. 

Senator Leuman. I can tell you who pays my salary. I donot know 
who pays yours. I know very well who pays my salary. 

Mr. Donpero. It comes from private investment and private indus- 
try in this country and not from public ownership. 

Senator Leuman. Yes. Well, of course 

Mr. Donpero. Is that not true? 

Senator Leuman. Of course my salary and yours are paid by the 
people of our States. 

Mr. Donprro. Well, I am going to ask you to answer that ques- 
tion if you can. Is it not true that private investment and private 
enterprise pay your salary and mine and not public power? 

Senator LenmMan. Let me put it this way, Congressman: It is per- 
fectly true that my salary, as yours, is paid by the people of New 
York, but the wealth or the resources of the people of my State do not 
come through the manufacturing in my State. They come because 
New York is a great commercial, a great financial, a great trading 
center of this country, nay, of the world. Do you think that I would 
be so strongly in favor of the development of the Colorado area, of 
Arizona and New Mexico and California and, if you will 

Mr. Donprro. Before you 

Senator Lenman. May I just finish this, please? And, if you will, 
of Michigan, if I did not think that what benefits those States bene- 
fited my State? How could I go before my people? And I have lots 
of difficulty in going before my people right now. 

Of course I do. I believe that New York is benefited, even though 
not directly, because we help Michigan, because we help Arizona, 
because we help New Mexico and Idaho and Wyoming and Iowa. Of 
course I do. But not because of the manufacturing i in New York 
State. 

Mr. Donvero. Let me ask you this, Senator—I would like to get 
along faster with you and not detain you at all. 

Senator LenMan. I would like to get along, too, but you asked me 
a question. I want to have the opportunity of answering in the man- 
ner I wish. 

Mr. Donpero. Well, you have that right. 

Senator Lenman. And which I think is responsive to your question. 

Mr. Donpero. Well, in addition to that, Members of the House 
recognize the prerogative of the Members of the Senate. 

Now this question: Are you opposed to private enterprise ? 

Senator Lenman. No. 

Mr. Donprro. I am glad to hear you say that. 

Senator LEHMAN. Quite the opposite. 

Mr. Donprro, Let me ask you this 
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Senator Lenman. Now, listen 

Mr. Donpvero. That is all I wanted. 

Senator LeHman. Now, wait. Now, you asked me a question, Con- 
gressman, and you know my great admiration for you. You and I 
have worked together in a creat many different activities. I do not 
think there are any two men in the Congress of the United States 
who have worked more closely together. 

Mr. Donpero. You are getting 1 me off base again. 

Senator LeHMan. Well, I do not want to get you off base, but I 
just want to tell you what I think. Certainly T have nothing against 
private enterprise. People describe me as a man of wealth. ‘T am not 
saying I am a man of wealth, but I am a man of considerable means— 
enough to pay my debts. Now, for the means which I have accumu- 
lated I owe a great deal to my father and his brothers who founded the 
great firm which bears my name, of which I have not been a member 
for 30 years. Of course they prospered by private enterprise. I 
prospered by private enterprise. 

And may I say this: My father was one of the original security 
holders in the old Niagara & Hudson Co., of Buffalo, *w ay back I 
think—I am not sure of the year—around 1884 or 1886. And if the 
representatives of the Niagara & Hudson Co. are in the audience, that 
company was organized, or at least greatly promoted, by a man by the 
name of EK. D. Adams, who was a creat friend of my father r, and by 
some of the Mills crowd—I am not sure of their names 
So I am strongly in favor of private enterprise. 

Mr. Donvrro. Yes, you discovered early the advantage and the 
privilege of free enterprise in this country — 

Senator Lenman. Of course I believe in free enterprise just as 
much as anybody in this room believes in a free enter Tprise sy stem. 

Mr. Donvero. Is that not the one thing that has made this countr y 
or one of the principal things that has made the country what it is— 
the free enterprise system ? 

Senator Lenman. No doubt about it. 

Mr. Donvero. Now, where you and I part ways is that I want to 
continue that system but you want the Government to do what private 
enterprise can do. 

One thing more: That is all we are fighting about here—a principle. 
You spoke this morning about giving this away, that it was a natural 
resource, that we were giving it away if we gave it to private enter- 


prise to develop. W ould you want to extend that philosophy to the 
minerals—— 


Senator Lenman. Oh, no. 

Mr. Donpero. Just a moment. To oil, to gas in the ground, to the 
lumber that stands in the woods, to coal, and to all of the other natural 
resources of the land ? 

Senator Leuman. Congressman, I have already testified in my 
statement this morning that by no means do I want to do that, and T 
make a great distinction. Coal is in the ground. It is privately 
owned. The ground is privately owned. Oil is in the ground, and 
it is privately owned. Other minerals are in the ground and are 
privately owned. I have certainly recognized that the development 


of those resources which are privately owned should be privately 
done. 





Ww ay back. 
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But waterpower—waterpower on the Niagara River, on the St. 
Lawrence River—is not privately owned. It never has been. And 
I hope to God it never will be. 

Mr. Donvero. Well, will private 

Senator Leumwan. And that is an entirely different thing. That is 
completely different from coal and iron and uranium, if you will, 
although I know nothing about uranium or oil or any of those things. 
Those are privately owned properties. This is not a privately owned 
property. 

Mr. Donvero. A good deal of it is owned by the public; particu- 
larly a lot of coal and the lumber that stands on public land is, public- 
ly owned. If your philosophy is to be extended to all of those things, 
then how does that differ from another system of government that 
you and I do not approve of ? 

Senator Lenman. Well, I do not follow you, Congressman. I have 
already said—— 

Mr. Donvero. In other words, if private industry could not develop 
or buy or purchase and market the natural resources of the country- 

Senator Leman. May I say this 

Mr. Donprero. And it were all done by Government, how does that 
differ from another system ? 

Senator Leuman. Oh, no. I think there is a great difference. As 
I have said, the coal is in the ground, and the ground is owned by 
private people. And oil lands are owned by private people. Min- 
eral lands are owned by private people. And timberland. 

I am not questioning the right of Mr. Weyerhaeuser or Mr. Long- 
Bell to develop their own timberland at all. Quite the opposite. 
I would fight to defend their right, just as I am fighting to defend the 
rights of the people in connection with waterpower, because I believe 
it belongs to the people. 

I am so much in agreement with you that the development of those 
resources should be private, because they are privately owned and 
have been recognized as privately owned. 

Mr. Donvrero. Well, let me give you a case, Senator. Take the 
grazing lands of the West. Are they not leased to the cattle raisers 
for a certain amount of rent? All we are doing in this case is leasing 
certain water rights to private industry. 

Senator Lenman. May I say this: I think in the case of the timber- 
lands, in the ease of the grazing lands, and in the case of the mineral 
lands, what belongs to the people should be developed by the people. 
When it comes to those lands which contain timber, which contain 
grazing facilities, which contain mineral rights which now belong to 
the Federal Government, I think the Federal Government should 
lease those lands or the rights to those lands or dispose of them under 
very strict supervision w ith a continuing interest and supervision—— 

Mr. Donvero. Or if it isthe State 

Senator Leuman. In the Government. 

Mr. Donpero. Or if it is the State—— 

Senator Leuman. If you are trying to get me to say that I believe 
that those lands or those rights should be surrendered willy-nilly to 
private interests, I will say my answer is “No,” and it will continue 
to be “No” all through my life. 

Mr. Donpvero. Then, Senator, will you explain to this committee 
why it is that everyone who has appeared here thus far—as they did 
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2 years ago—people of your State want this turned over to private 
enterprise and not to your State government or to the Federal Gov- 
ernment? How do you square your position with the position of the 
people who have come here to testify ? 

Senator Lenman. Which rights / 

Mr. Donprero. The right of private enterprise to have a license to 
develop this power. That isthe whole subject before us. 

Senator Lenman. Well, 1 want to say that I do not agree with you. 
My feeling—and I cannot prove it short of a referendum of 16 million 
people in my State—but my feeling is very strong that if I could have 
that referendum as to whether Niagara should be ‘publicly or privately 
developed, the potential of Niagara privately or publicly de veloped, 
the vast majority of my people would be in favor of public develop- 
ment. And when I say “public development,” I mean development by 
the State. 

I just listened to Mr. Ellis testify here a little while ago—— 

Mr. Donpero. Senator, that is a conclusion that you have uttered, 
but in contrast we are bound by the evidence submitted to us, and we 
have had the people of your State down here and your labor unions— 

Senator Lenman. Oh, no; you have not had the labor unions. You 
have not, Mr. Congressman, had 

Mr. Donpero. Oh, yes, we have had. 

Senator Lenman. The labor unions? 

Mr. Donvero. Yes, we have. 

Senator Lenman. Representatives of the State have been in. You 
have had this one organization, this one local union, dealing with the 
employees employed by the public utilities. 

Mr. Donprro. I may be mistaken about the witness who testified 
here yesterday or the day before, but I understood he represented the 
State A. F. of L. of New York. 

Senator Lenman. What union was that ? 

Chairman Buckury. Mr, Chairman, will Mr. Dondero yield? 

Mr. Donvero. Certainly I will yield tomy chairman. 

Chairman Buckiey. You mentioned the fact that a majority of 
the people of the State of New York who appeared before this com- 
mittee were in favor of the private companies. Is it not a fact Gov- 
ernor Lehman is the representative of the people of New York State ? 
He has always won with a tremendous plurality within the State of 
New York. The policies he advocates the people of New York State 
advocate. They vote for him. Now he is running again next year. 
Pick out a Republican in New York State that will be for the power 
authority that will beat him? I have got to see it. 

Mr. Donpero. I am not picking out anybody in the State of New 
York. I do not have that authority. But the people who have pre- 
sented themselves here have testified not only now but 2 years ago. and 
I want, to say to you, Senator. that up to this moment the rec ord be- 
fore this committee is no different than it was 2 years ago. The 
people of your State want private industry to do it. 

Senator Lenman. Congressman, I do not know who was invited 
to appear before this committee or who asked the opportunity of ap- 
pearing before this committee. 

When you talk about labor unions and about the attitude of the 
people of New York, in the first place, there is one very, very reputable, 
highly reputable labor organization which has appeared before your 
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committee in behalf of private enterprise, and that organization repre- 
sents workers in the private utilities companies. Beyond that I do 
not know of any of the leading organizations, labor organizations, 
that have appeared in behalf of private investment. As against that, 
I can tell you right now that among many others there are the 
ILGWU, which is the largest union in New York City, the Amalga- 
mated Clothing Workers, the United Automobile Workers, and the 
Machinists’ Union and many others. 

But beyond that—I entered public life in 1928. I was interested 
in the seaway, as you know, long before that. But I only go back 
to 1928. Well, we have had 5 or 6 governors since then. Some of 
them have considered political consideration to some extent. 

Every one of those has been strongly in favor of public develop- 
ment of Niagara. I will enumerate them. There has been Al Smith, 
before 1928, for 6 or 8 years before 1928. There has been Franklin 
Delano Roosevelt. There has been myself. There has been Dewey. 
Every one of those have been strongly in favor of public development 
of Niagara 

Now, you 1 and I have been in politics a long time. Do you think that 
these men would have been in favor of public development of the re- 
sources of Niagara if the people of the State which they represented 

vere against it 7 W hy, of course not. It doesnot make sense. Every 
one of them has been in favor of public development. 

And I want to say that although I have been a little bit more vocal 
than the rest of, them—because ‘T probably am a little older and I 
have lived longer—every one of them has been just as strongly in 
favor of public development of the Niagara as I have been. 

Mr. Donvrero. Now, Senator, you said ‘something this morning about 
these five companies in your State that are charging exorbitant rates 
for the power. Are those rates fixed by your State power authority ? 

Senator Lenman. Are they what ? 

Mr. Donprro. Are the rates fixed by State agency ? 

Senator Leuman. Yes; yes, they are. But not by the power 
authority. 

Mr. Donpero. Your ratemaking agency ? 

Senator Lenman. Our ratemaking commission. I think it is the 
Public Service Commission. 

Mr. Donnero. You did not perhaps hear the testimony that we had 
here yesterday that the average in the State of New York for farms 
runs like this: About 2.21 per kilowatt-hour, while the national aver- 
age is 2.85. 

Senator Lenmay. I do not think I testified to that. What are you 
reading from ? 

Mr. Donpvrro. No, you did not; but do you know that such evidence 
is already before this committee ? 

Senator Lenman. Well, let me give you something on that. I have 
here this official document put out by the Public Affairs Institute of 
Washington, which is official. Let me read you some of the figures. 

Mr. Donvero. Well, it bears on the question ¢ 

Senator Lenman. It does bear on the question. 

Mr. Donvero. If this is not true the committee wants to know it. 

Senator Lenman. I do not think the figures that you gave are 
accurate. I do not know where they come from, but I do not think 
they are accurate. Let me read you a few figures. 
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Mr. Donpero. Let me ask one more question so you can answer 
both. That was the farm price. In the State of New York the price 
for residential consumers of electricity is 2.60 per kilowatt while the 
national average is 2.69. Does that indicate to you that exorbitant 
prices are being charged in the State of New York? 

Senator LenMan. C ongressman, I do not know where your figures 
come from, and, therefore, I cannot question them. But let me give 
you some figures. The average costs of electricity purchased by rural 
electric cooperatives—this is 1950 but I do not think they have changed 
since then—are as follows: In New York, the average cost of elec- 
tricity per kilowatt was—No, the figures I am giving represent the 
average cost of electricity purchased by rural electric cooperatives. 
The figures given for New York State are 1.12. The United States 
average is 0.79. 

Now, let me give you some figures of the States that are served 
wh lly or in part—and they are only in part—by public developments. 
Keep in mind the price paid by New York State of 1.12. Washington, 
the cost as against 

Mr. Donvero. Those figures are already in the record, Senator. 

Senator Lenman. No, I have not given these figures. No, I have 
not, Congressman. But I would like to give these because they are 
highly interesting, and I think they should be taken into account. 

‘As against the cost of 1.12 in New Y ork, the cost in the State of 
WwW ashington was 0.32, not much more than one-quarter as much; in 
Oregon it was 0.38; in Idaho it was 0.45; in Nevada it was 0.45; in 
Tennessee it was 0.48. I want to get Tennessee in here too because 
I think that is important. Tennessee is 0.48. 

Now, those are the figures of the average cost of electricity pur- 
chased by rural electric cooperatives. Do you think, Mr. Congress- 
man, that I would have gotten up on the floor of the Senate here a 
month ago and fought for the continuation and extension of the Rural 
Cooperatives Act if I had not felt that it was of vital importance to 
the people of this Nation? I think it was of interest to the people of 
my State. But I think it is of interest to the people of the country 
generally. Do you think I would have done that if I had not thought 
that there was this great difference and that if we discontinued our 
program of rural electrification 

Mr. Donpero. Your sincerity—— 

Senator Leaman. It would be harmful to the farmers, the rural 
dwellers of my State? 

Mr. Donpero. Senator, your sincerity is not in question before this 
committee at all. 

Senator Leuman. I know that. 

Mr. Donpero. We know you are sincere about it. Every one of 
those figures you gave, however, are Government-owned or Govern- 
ment-controlled utilities. They pay no taxes. 

Senator Lenman. Well 

Mr. Donpero. You can say “Yes” or “No” to that. 

Senator Leuman. May I 

Mr. Donpvero. Is that not true? 

Senator Lenman. What? ' 

Mr. Donpero. Give me the courtesy now of an answer “Yes” or “No” 
on that. 

Senator Lenman. I did not get it. 
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Mr. Donvero. Every one of those figures you cited comes from a 
Government-owned or Government-controlled utility that pays no 
taxes ¢ 

Senator Lenman. I have given you all the figures, and I will be glad 
to put the whole thing in the record. 

Mr. Donvero. You have already put it in the record. 

Senator Lenman. No, I have not put that in the record. I put 
lots of other things in the record, but I will be glad to put these other 
things into the record. Of course I realize, and that is my whole 
argument, that because of Bonneville and TVA 

Mr. Donprero. Well, let me ask you this 

Senator Lenman. And Grand Coulee there has been great benefit. 

Mr. Donprro. We are not arguing that here at all. 

Mr. Auerr. Mr. Dondero, will the gentleman yield? The Senator 
is not hearing you. I know you are trying, but you need to speak : 
little more clear ly. He is not hearing your questions. 

Donpero. Well, I thought I was yelling into this microphone 
in order to make the Senator hear. 

Senator Lenman. I thank the gentleman. I do not know whether 
I have been hearing them or not. But I think I have been hearing 
the import of his questions. 

Mr. Donprero. Here is something that is simple. This morning 
you testified to the fact that a plan had been worked out by the State 
of New York some 15 or 20 years ago for the development of this extr: 
power at Niagara. Is it not a fact, and the record already shows, that 
the private power companies, at least the Niagara Mohawk, had 
worked out the same kind and almost the identical plan as far back 
as the 1920's, 30 or 35 yearsago? There is nothing new in that. 

Senator Lenman. I heard this question. Thank you. 

Mr. Donpero. I wanted you to. 

Senator Lenman. I am very glad indeed to answer it. You know, 
Congressman, you have been in public life as long as I have been, and 
there is nothing I can tell you about public life. You and I worked 
together on a lot of different things, and I have the highest regard 
for you. 

When I went up to Albany in 1928 as Lieutenant Governor under 
Franklin Rea who was Governor at that time—I succeeded him 
a few years later discovered a great quantity of the waters of the 
Niagara River was ‘sed with virtually no pay to the State by the 
private companies. We realized or believed that that was unfair, that 
this water, not the date but the right to the use of the water, be- 
longed to the State. I mention that particularly because I recognize 
that the water is under the control of the Federal Government, but the 
right to the use of the water belonged to the State, and we sought to 
get some compensation into the treasury of the State. 

Mr. Donprro. Now I have to ask you to speak a little louder. 

Senator Leuman. And we got no cooperation. Then when I be- 
came Governor we decided to take it to the courts, and I did take it to 
the courts. We took it to the courts not of the Federal Government, 
because it was not necessary, but we took it through the courts of the 
State of New York up to the court of appeals, and after 5 or 6 years 
of litigation we received compensation from the Niagara Mohawk Co. 
I do not think it was called the Niagara Mohawk then. It was the 
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Niagara Hudson Co. Which has brought into the treasury of the 
State of New York considerable amounts of money. 

That took a long time to establish, but we finally did it. While we 
are on the subject of taxation, may I just say one word more? Of 
course this whole question of taxation of private and public develop- 
ments is one that has been gone over in Congress for many, many 
years—long before I came here, and I think even long before you were 
here, Congressman Dondero. It has been established, but it is a vital 
matter, 

When it came to the question of building these great developments 
out in the West and in the South, developments which were not largely 
fought over, and which were speculative, nobody objected particu- 
larly. Private industries and private utility companies did not even 
want them very much but in some cases they did, of course. So they 
were given to the public development after long debate, discussion, 
and argument in the Congress of the United States. 

Mr. Donpero. I think, Senator, you and I have gone over that 
before. 

Senator LeumMan. I know, but may I jus tadd one more word. Here 
we come to New York State. This is a proposal, and there is no 
doubt about its legitimacy, or its profit. 1 think anybody would be 

glad, any private enterprise, whether it be a public utili ty, or a bank- 
ing enterprise would be only too glad to have the right to develop 
the power on the Niagara River. It is bound to be profitable to some 
‘extent. 

Mr. Donvero. The amount of that profit is regulated by your State. 

Senator Lenman. No. No, it is not entirely regulated by my State. 
It is in theory but it is not actually. But they certainly would be 
very glad to do it. 

Mr. Donprro. You do not mean to indict your own State agency, 
do you? 

Senator Lenman. I do not want to indict my own State agency. 

Mr. Donpero. Is not that what you are doing when you answer as 
you do? 

Senator Lenman. No. Wait a minute. There are a lot of other 
things except the cost and profit that are involved. There is the price 
to be charged to the consumer. That is of great importance; very 
great importance. 

Mr. Donvrro. And that is the price that the State agency establishes. 

Senator Lenman. The Public Service Commission of New York 
State has absolutely nothing to say about the manner of distribution 
whether it is to be fairly distributed or whether it could all—under 
our plan the entire production of a power development could be turned 
over to a dozen, or 10, or 8, or 6, or 1 consumer. There would be 
nothing in the law to prevent that, providing the profit was limited. 
I am not satisfied with that. I do not want a dozen, or 10, or 1 con- 
sumer or user of this power to get the benefit? of this thing. I want 
16 million people to get it. That is what I am arguing for. 

Mr. Donprro. Senator, the testimony thus far, and I do not think 
you will deny it, is that about 94 to 96 percent of your State now 
receives power from private power companies 

Senator Lenman. No. I will say this: 94 percent of the power 
that is produced in the country is produced by private companies. 
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Mr. Donpero. I am talking about your State. There is not a rate 
in the State of New York that is not fixed by your Stateagency. They 
cannot even operate until they give them the rate. 

Senator Lenman. All I can say, Congressman, is I am not going 
to bore your committee any longer with figures. I have already 
placed in the record the figures : and I have shown you that the rates 
in New York are twice as high, at least, and the consumption is less 
than half as high as in those States or areas that have public 
development. 

Mr. Donvero, Then maybe your State agency has not done its duty 
to your people. Do you want to make that charge? 

Senator Lenman. I cannot tell you that, Congressman. I think it 
did its duty while I was Governor, but it has been under a Republican 
administration for the last 13 years, so I cannot answer for that. 

Mr. Donprero. Well, you are not satisfied with the distribution that 
Mr. Moses is making from the power of the St. Lawrence River. Why 
are you dissatisfied with that ? 

Senator Lenman. I will be glad to answer that question. I am not 
satisfied at all with the contracts which Moses has now proposed in 
the St. Lawrence River. You and I have fought for the St. Lawrence 
River a long, long time. 

Mr. Donprro. Nobody will deny that. 

Senator Leuman. I fought 30 years in the expectation that it was 
to be of general benefit to the people of my State. 

You are asking me a question and I w ant to answer it. 

Mr. Donpero. I am going to ask you the question once more and 
simplify it. 

Senator Leman. Will you please ? 

Mr. Donprro. Why are you dissatisfied with the method Mr. Moses 
is using in making contracts for distributing the power from the 
St. Lawrence? 

Senator Lenman. I tried to give you that, and maybe I was a little 
hit too verbose, but at my age I think I can claim the permission of 
being a little verbose possibly because I have been talking for 77 
years, but I want to say this: 

Mr. Moses wants to give 25 percent or a quarter of this entire pro- 
duction of power on the St. Lawrence River, for a period of 48 or 50 
years, to one company, the Aluminum Company of America. Now 
how that is going to help the farmers who appeared here today, the 
little manufacturer, the owner of a house or a farm, I do not know. 
And that is why I am objecting to it. I think it is all wrong. I do 
not think we should enter at this time into a contract for one-quarter of 
the total production of the power with one company; a great company. 

Mr. Donpero. But that is not private enterprise. That is public 
power you are talking about, and you are not satisfied with the public 
body. 

Senator Lenman. Congressman, I think you are overlooking the 
fact that I am trying to write into the law provisions and conditions 
that will make that sort of thing an impossibility. I realize perfectly 
well that that is Bob Moses’ theory, and I have known Bob Moses for 
a great many years. He is a great roadbuilder; he is a great builder 
of bridges and a great builder of swimming pools and recreation 
facilities. But when it comes to writing policy for the United States 
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Government I am not going to yield to Bob Moses, and I do not think 
you would either. I have my grave doubts about it. 

Mr. Donvero. Now let me give you an easy one. You testified this 
morning that Javits was the only one who voted against turning this 
power over to private enterprise and, therefore, you tried to justify 
the position that he took. But is it not true Javits is the man in your 
State—and I am talking politics now because it has been brought in— 
who defeated Franklin D. Roosevelt, Jr., the very man who 
collaborated with you for public power ? 

Senator LenmMan. May I correct that? I think you have misunder- 
stood my testimony. Iam sure I never said that. 

Mr. Donpero. I hope not. 

Senator Lenman. I said in the administration of New York State 
today there was one Republican—just one Republican—and that was 
former Congressman Javits, who is now attorney general. And even 
he voted against this giveaway proposition when he was in Congress. 
That is what I testified to. 

Mr. Donpero. And he defeated one who is in favor of public power 
along with you? 

Senator Leman. What has that got to do with it? Congressman 
Roosevelt and I—I am not going to fight the election of 1954 with 
you. But all I am saying is that every other member of the State 
administration—Governor Harriman and all of the others, including 
Jack Javits, are now against this giveaway program. That is all I 
am saying. 

Mr. Donprro. Let me ask you this: How do you account for the 
position taken by 32 out of 41 Members of Congress from your State, 
Democrats and Republicans, who voted for private enterprise, if you 
say that people are for public power ? 

Senator Lenman. I can answer that. I think (a) they are wrong. 
But you know you and I have been in politics long enough to know 
that a party line does count for something. I have not always fol- 
lowed a party line but whether that is right or wrong I am not dis- 
cussing. But the President of the United States apparently favors 
giving away, or alienating this power, to private interests. There- 
fos e, the members of his party are backing him. That is all. 

I do not think they are in the Senate by any means. I hope they 
are not all going to in the House. I think it is wrong and [ think 
that many of them in my State, I hope, will give further considera- 
tion to the matter. I have not taken a poll “of those men but un- 
doubtedly some of them are going to support the administration. 

Mr. Donpero. I do not think the administration wants to give 
anything away, whether it is power or anything else. 

Senator Lenman. I am not going to argue that question with you 
because I would have to be here for a week probably. 

Mr. Donpero. Senator, this morning you made the statement that 
you do not think the State of New York should pay for the remedial 
or compensatory works that have to be constructed in the river if 
this water is used to develop power. Did you know in the proposal 
made by the private companies they are to pay for it? 

Senator Lenman., I do. 

Mr. Donpero. And those works would not be necessary unless this 
power was developed. Now, whether it is done by the Government 
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of the State of New York or by private enterprise do you not think 
the State should pay it just the same if the State dev elops it? 

Senator Lenman. Let me say this to you: (a) I believe remedial 
works will be necessary w hether you did this or carried out this power 
operation or not because, as you know, we have had some very serious 
mishaps in the Niagara. 

Mr. Donpero. 'T ‘hey must be built no matter who does it, to preserve 
the beauty of the falls under the Treaty with Canada. 

Senator Lenman. I think Niagara Falls, exclusive of the power 
feature—and I will get back to the power in a minute—is a natural 
asset. It is a natural asset and it is an international asset. Millions 
and millions of people come up to see Niagara Falls from all over 
the country. They do not come from New York City alone. They 
come from San Francisco and from Michigan and from Arizona and 
from Mississippi, and from all over. It is ;alw: ays considered a great 
national asset and it is a national asset. 

I think the question of preserving the falls is quite apart from the 
question of the rates that should be charged for the power develop- 
ment. 

Mr. Donvero. I would not have brought it up except you objected 
this morning to your State paying $17 million. It has to be done, and 
I am calling your attention to the fact that private enterprise is willing 
to make that a part of the cost and pay it. 

Senator Lenman. Congressman, I think private enterprise could 
pay not only the cost of the remedial works but a lot more cost. You 
do not realize it. This is a tremendously profitable enterprise for the 
private companies. Of course, they would be willing to pay for it. 
They would be willing—if they could do it legally and without too 
much question being Taised—to pay many other things. This is a 
sop that is offered to the Congress of the United States; but it has 
nothing whatsoever to do with ‘the question of the power development 
on the Niagara River. Nota bit. 

I want to repeat while I am on this, I opposed the original proposal 
that the Power Authority of New York pay any part of the buik ling 
of a scenic highway there. Not that I am against scenic highways. 
Quite the opposite. All during the years I was Governor I ‘think I 
developed as many scenic roads as anybody, and other roads. But 
I felt it had nothing whatsoever to do with the rate that would be 
charged for public power. I compromised on that and said that I 
would be willing to have it. I felt that way because I did not see 
where a developme nt of a park, of the Niagara Frontier Park which 
is in existence today, is any different from any other of 20 other parks 
which we have in the State. 

Mr. Donvrro. Senator, let us get through a little faster. 

Senator Lenman. All right. 

Mr. Donvrro. You want the Federal Government to pay that $17 
million ? 

Senator Lenman. They have always been willing to do it. There 
has never been any question about it. None. Not a bit of question. 
They have always been ready to do that and they took it for granted 
that Niagara Falls, which is an international obligatoin in which 
Sena t is paying its share, should be paid for by the Government on 
that 
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Mr. Donpero. Of course, if your State develops it that will not be 
an obligation on the part of the State of New York ¢ 

Senator Lenman. I think it should not be; because I think if it is 
it simply adds to the rate charged for power to the consumers in the 
State of New York and in other States. This is not only a New York 
State project. 

Mr. Donprero. Let me ask you this: I have just one or two more 
questions. If you take the interest charges and the taxes away from 
the private enterprise they could produce the power as cheaply as you 
could in the State of New York, or the Federal Government. Is that 
right ? 

Senator LenmMan. I did not get that question. 

Mr. Donvero. If you relieve private enterprise from taxes and in- 
terest which they must pay, they can produce power just about as 
cheap as you can in the State of New York. 

Senator Lenman. I do not know whether they can, but the question 
of taxes and interest is a very important one. 

Mr. Donvero. Certainly. And they must pay them. 

Senator Lenman. This plan that is now developed will be able to 
construct this thing at a far lesser cost in interest. 

Mr. Donvero. But is is true that the private power company must 
pay the interest to get the money from the people to do the work ? 

Senator LeuMman. Sure. 

Mr. Donvero. And they must pay dividends to some 225,000 people 
in your State ? 

Senator Lenman. Sure. 

Mr. Donvero. For loaning the money. 

Senator Lenman. And who pays for that? The consumers pay for 
it. 

Mr. Donvrero. Why, certainly. 

Senator Lenman. It is added to their bills. 

Mr. Donvrro. Why, certainly you pay for it. 

Senator Lenman. In the cost for the power they get. 

Mr. Donpero. And the ultimate consumer pays for everything in 
this country under our economic system. 

Senator Lenman. That is all right. 

Mr. Donvero. And it has worked, and worked mighty fine for 165 
years. Why change it? 

Senator Lenman. Well, why did we build the other great public 
developments that we built? Why did we build them? Why did we 
build Grand Coulee, and Bonneville? Why did the Senate the other 
day 

Mr. Jones. Will the gentleman yield for a question ? 

Mr. Donvero. Oh, certainly. 

Mr. Jones. I do not want to disconcert you, Senator, but we might 
be losing some of those great developments, for this afternoon’s paper, 
today’s issue of the Evening Star, has a story that the Hoover Com- 
mission panel’s report was to urge the United States to sell the TVA. 

Senator Lenman. Of course. I had not seen that and I am very 
grateful to the Congressman for pointing it out. 

Mr. Arcer. Will the gentleman yield? We have been proceeding 
for an hour and some of us newcomers, although we do not presume 
we can add anything to this, would love to ask a question. 
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Mr. Donpvrro. I have so much more here I could talk for another 
day with the Senator if he would not use quite so much time. I yield 
to the gentleman now. 

Mr. Axcer. I did not want to interrupt but I do have a question. 

[ will try to limit mine to just one question because they all go back to 
the same thing. I am going to try to summarize my question and I 
might say this before I ask you it. 

Thus far I am a political nobody. I have just arrived here in Con- 
gress. I am a man of no means practically at all, but I believe in free 
enterprise fiercely, which I want to protect for my children. I want 
to tell you that much about me because you do not know me otherwise. 

How does this belief of yours that the Federal Government can 
develop this project differ from socialism ? 

Senator Leuman. Congressman Alger, I think you might say the 
same thing about a great many other “things that the Gov ernment is 
doing. You might say, why do we have the Government intervening 
in the delivery of mail and in post offices? Why do we give the Gov- 
ernment the responsibility of building many roads and bridges? Or 
setting up commissions ? 

Mr. Aveer. Many of us question some of those things you mentioned. 

Senator Lenman. May I say this? You said you were a newcomer. 

I am not a newcomer. But you have described yourself as a newcomer 
and a nobody. I consider myself a nobody in comparison to what has 
gone on in the past and what will go on in the future. But you know, 
I have heard these same questions ; raised, Congressman, for 50 years. 
I recall the time when we first discussed laws for the protection of 
women and choldren. I heard these same arguments raised when we 
talked about even so simple a thing as factory inspection. I heard the 
same arguments raised when we set up supervisory functions for our 
banks and our insurance companies. When we set up unemploy- 
ment insurance and social security also. Some day when you are not 
busy and I am not busy I would like to tell you some of my experiences. 

Mr. Aucrr. I would enjoy that. 

Senator Lenman. I do not think any of those things have interfered 
with private enterprise. I think private enterprise has gone ahead, and 
I am as strongly for private enterprise as you are. I want to preserve 
it for my children and for my grandchildren, just as you do. But I 
do not think that anything we have done has seriously interfered with 
private enterprise. 

Mr. Axcer. Senator, it scares me immensely that a man of your 
years and experience, and with your background and knowledge of 
free enterprise, should feel this is a matter not for free enterprise 
but for Government intervention, because if you in your wisdom, and 
many others like you, feel that, then what is the future of our country ? 
My question is simply this: I am not trying to make a difficult ques- 
tion of it. How does this differ from socialism if the Federal Govern- 
ment does it? 

Senator Lenman. I do not think it has anything to do with social- 
ism. I think it is a thing in which the Government is seeking to 
protect the rights of the people that own a certain.resource. And 
those things change, of course. We had in the early days of the 
century—and you ‘do not mind if I reminisce a little bit on this? 

Mr. Auger. That is a Senatorial privilege. 
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Senator Leuman. In the early days of the century we had toll 
bridges and toll roads, We got away from those. We gradually dis- 
continued all toll roads. When 1 became Governor in 1932 there was 
a great effort made to revive toll roads, I fought against them because 
I thought that we had passed the toll road days. When I got through 
my last term, my fourth term, as Governor, in 1942, there was not a 
single toll road in the State of New York: Not one. Well, now we 
are having toll roads again, of course. The Government has gone in 
and authorized the charging of tolls. 

I do not like it. If I had my way we would not have them. But 
I am experienced enough and realistic enough to know if we want these 
great throughways and these great highw: ays the only way to have 
them is to have toil roads. 

Now I think there is a great difference in the Government coming 
in and taking over certain functions which you might describe as 
socialistic and which I might not describe as socialistic, but which 
I might describe as purely for the benefit of the people; of the Gov- 
ernment coming in to protect the rights of the people to resources to 
which the people are entitled. 

Now this business of building these great hydroelectric develop- 
ments is nothing new. It has gone back ‘for 50 years. The man who 
started this thing i is a man who I think is a great President of the 
United States; the only Republican I ever voted for as President, 
and Tam proud I voted for him—Theodore Roosevelt. 

He was the man who developed this whole system of public develop- 
ment of resources belonging to the people, It is not socialism, | It 
is Just giving the people of the country a break on resources, and the 
protection of resources which belong to them. 

Mr. Atcer. Thank you, Mr. Chairman. 

Mr. Buiatntx. Are there any other questions on my left ? 

Mr. Scuwencer, I have just one question relative to taxation 
which you spoke of in your testimony this morning. You said that 
the idea of compensating the local governments for taxes they may 
have lost because of this public development, was sound and should 
continue. My questions is this: 

If that is sound and should continue then why could we not elimi- 
nate the criticism that seems to be most apparent and which you hear 
most often when we talk about private power and public power? 
Why would it not be sound for us to say that these public power insti- 
tutions should pay the State governments and the Federal Govern- 
ment compensation in lieu of taxes which would take away a lot of the 
inequit ies that people holler about. 

Senator Leuman. Because I think that goes much further than I 
would be willing to go. That would ine lude the payment of corpora- 
tion taxes and other taxes. My proposal was, let us say the city. of 
Niagara Falls—which is a city and a substantial city, and a fine 
city—as part of this development is deprived of any tax-paying prop- 
erty. Then they should be compensated for it. T do not say ths at I 
favor in this case as in many others, or as in the case of the city of 
New York where they do not get paid for the buildings that. belong 
to the Federal Government—I would not favor the payment of corpo- 

‘ation taxes or other taxes to the States or the Federal Government. 
But I would, the minute this plan took away, as it would undoubtedly, 
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certain property from the city of Niagara Falls, or possibly any other 
communities, which property is now on the tax rolls—I would say 
they should be compensated for that. I cannot give you the formula, 
but that is what has been done in TVA. 

Mr. Scuwencex. That is all. 

Mr. Buatrnix. Mr. Cramer, the gentleman from Florida. 

Mr. Cramer. Senator, I have appreciated your statement. There 
are a couple of matters here which seems to me a little inconsistent and 
I would like to square away. First of all, on page 6 you state this 
great resource belongs to all of the people of the State. Then again 
on page 7 you state that this priceless resource is owned by all of the 
people of the State of New York. 

As I understand it, if in fact private industry develops this power 
there will be paid to all of the people of the State of New York a 
tax or toll, or whatever you want to call it, for the use of that water. 
And that amounts to millions of dollars a year. In that sense all the 
people of New York would gain. 

Under the proposal of a public utility only those in the small sec- 
tion immediately affected by that power project would gain. Is it 
not inconsistent to state that all of the people would gain by your 
proposal when as a matter of fact, truly, all of the people would gain 
by a private development proposal ? 

Senator Lenman. Mr. Cramer, I am not sure, and I have not looked 
up the exact references, but what I meant was that all of these re- 
sources are owned by the people, and I believe it has been so estab- 
lished by the Court of Appeals of New York anyhow. It has never 
been carried up to the Supreme Court of the United States. 

What I meant is that the resources belonged to the people. But 
so far as the benefits are concerned, I believe under my plan all of 
the people of the State would benefit. It is not just one small seg- 
ment. That is one of the reasons why I objected to this plan that 
Congressman Dondero brought up at the St. Lawrence, that is, the 
plan of Robert Moses, where he wants to give 25 percent of all the 
power to one company—the Aluminum Co. of America. 

I want all of the people, particularly the small people and the rural 
residents, and the residents generally, to benefit. But there is a limit. 
of course, I will have to acknowledge, as of the moment, with regard 
to the distance to which this power can be carried. However, I am 
not at all sure of that. We have seen great changes scientifically 
within a short time and I am not at all sure that even those limitations 
will not be wiped out before very long. 

But I think all the resources belong to the people and I believe that 
all of the people within economic transmission distance of this power, 
and of the power of the St. Lawrence, will benefit by this. 

Mr. Cramer. All right. I have one other question. As I under- 
stand your testimony you have taken the position first that labor is 
opposed to the Dondero plan and is in favor of your bill—public 
power, in effect. 

Secondly, that your purpose is to get cheaper power by cheaper 
cost of operation from the publicly operated utility. How do you 
square that position with this paragraph contained in a letter addressed 
to the chairman of the committee, Mr. Dondero, May 14, 1953, as 
appears on page 251 of the hearings before the senatorial committee 
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at the last session of the Congress. This is the statement of the New 
York State Federation of Labor: 


We are opposed to public ownership and management, either State or Federal, 
because we in organized labor have learned many bitter lessons from agencies 
of Government, either State or National, who have superseded work normally 
done under private contract and who have today formed governmental bureaus 
employing civil-service employees. We are aware that these bureaus are far 
more costly to our citizens, with their hidden tax structure, than the cost of 
electricity or any other commodity provided by private enterprise. 

Senator Lenman. That letter was written on what date? 

Mr. Cramer, 1953. 

Senator Lenman. What date? 

Mr. Cramer. May 14, 1953. 

Senator Lenman. That is just 2 years ago. I do not question the 
validity of the letter, of course. 

Mr. Cuiue. Here it is for your examination. 

Senator Leuman. I do not need to examine it. I am very glad to 
take your word for it, Congressman, but this is June 1955, and that 
is 2 years now. The attitude of the New York State Labor Federa- 
tion has changed, and all I can say in my opinion I believe, and I am 
quite certain of it, but I do not make that as a categorical statement— 
I would suggest you check with the State federation of labor on that 
and I think you will find their attitude has changed. 

Mr. Cramer. I have one other question. That is with regard to 
your position basically, which as I understand it, is that you are inter- 
ested in cheap power going to the individuals. You are not interested 
in cheap power going to private industry, necessarily. 

Senator Leaman. I am interested primarily in cheap power. I 
am interested primarily in getting cheaper power, No. 1. No. 2, I 
am interested in cheap power going to the rural and small consumer 
of power in the cities. And I am interested in a fair division of the 
power so that everybody in the State so far as can be under the limita- 
tions on transmission of power, will benefit by this power. 

I am frankly terribly interested in, and I am awfully anxious to see, 
great corporations come in to New York. I would welcome them in 
every way possible. But I personally am more interested in seeing a 
lot of small corporations and small business enterprises thrive and 
prosper in New York State than in the growth of the large corpora- 
tions which, after all, have many branches and which have many other 
accesses to cheap power. 

Mr. Cramer. Let me ask you this question: You make the statement 
on page 11 of your statement that you are against the Buckley bill and 
in favor of your bill because your bill recognizes greater public serv- 
ice and the Buckley bill recognizes the sound business concept of pro- 
viding the power to the business and the people in the immediate 
vicinity. 

You state in the last paragraph on that same page that one of the 
reasons why you are so interested in this public power project is that 
it will form or act as a “birch rod in the closet.” Is that not a little 
inconsistent ? 

Senator Leuman. No; I do not think so. 

Mr. Cramer. If you are going to spend so much more money in 
making this power available by the extension of your lines and other- 
wise, then how can that then be a birch rod in the closet, or any method 
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by which your private power can be reduced in comparison and in 
competition with it ¢ 

Senator Lenmman. May I say this to you: This use of the term 
“birch rod” of course I borrowed from one of my predecessors as gov- 
ernor, who later became President of the United States—Franklin D. 
Roosevelt. If you think that it was easy to get a reduction in the rates 
of power in this country, you are misinformed, or you have not had 
the experience through which many of us have gone. It took a long 
time to do that. I took a lot of effort. And it was only possible, even 
in my own State, in certain sections to get a reduction of rates. 

It was only when some of the municipalities—and I have to go back 
a step there. In 1935 or 1936 when I was governor we passed a bill 
permitting the creation of municipal public utility companies. When 
they did it and they were set up, some of them had rates much lower 
than were charged by the then existing private public utilities. But, 
because they were able to produce this power and market it at a lower 
rate, they brought about a great reduction. That happened in exactly 
the same way in the Northwest, in the TVA area and in other areas. 

Mr. Cramer. Right on that point can I ask you another question ? 

Senator Lenman. Yes. 

Mr. Cramer. In the State of New York, where you have a public 
service commission that is supposed to regulate rates if competition 
alone will cause a reduction in private industry rates, without any 
other factors, then is there not something wrong with your New York 
law, or your New York power-rate-fixing authority that is permitting 
private industry to make too big a profit ? 

Senator LeumMan. No; I do not think so, because I think our private 
companies now completely disregard the effectiveness of promotional 
rates. As I pointed out this morning, wherever rates have gone down, 
consumption has gone a 

But it is a comfortable thing—a very comfortable thing—for an 
existing private utility which is making a lot of money to say, “Well, 
we will let well enough alone. We are not going to reduce our rates.” 

Mr. Cramer. That is the very point I wanted to get at. They are 
making a lot of money you say. Whose fault is it? Is it not the fault 
of your power regulatory body in New York State? 

Senator Leuman. I would not say that because I do not know 
enough about it. I think there are a lot of things that are permitted 
to go into the cost of ratemaking structures which might not or should 
not be in it; but frankly I do not know enough about that to say that. 

What I mean is this: I believe if rates should be reduced, as they 
have been in many other parts of the country—substantially reduced 
by these companies—you would get a greatly increased consumption. 

Mr. Cramer. All right. 

Senator Leaman. May I just finish my answer? And as a result 
of the increased consumption you would have increased profits. 

Mr. Cramer. I understand that, and I understood it from the first 
time you said it this morning. 

Senator Lenman. Good. 

Mr. Cramer. When you were governor I presume you had the same 
attitude you do now, which is that there should be lower power rates? 

Senator Lenman. I did. Yes. 

Mr. Cramer. Do you not think that could have been accomplished 

by your recommendations through the State legislature by tightening 
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up on the authority of your public utilities commission, the price-set- 
ting commission in the State of New York at that time? 

Senator LenmMan. No; because I do not think that the power au- 
thority has any power to regulate rates. They can only say that you 
cannot make more than a certain amount, or a certain percentage on 
the cost of power. But they have no authority whatsoever, so far as 
I know. Certainly they did not while I was governor, and I very 
much doubt whether they have it now, to be able to say that you 
cannot do this, or that, or the other thing. 

They cannot compel the reduction of rates so long as the rates as 
shown in the application, or whatever it may be, shows that they have 
not received more than a certain percentage in that rate. 

Mr. Cramer. I understand that, wat do you not think that is the 
proper field of authority for the States 

Senator Leuman. No, I do not sink so, and I do not think unless 
you have some weapon with which to force the reduction of rates 
that you are ever going to accomplish anything. 

Mr. Cramer. Thank you very much, Senator. 

Senator Leaman. Thank you very much. 

Mr. Biatrnrk. Thank you very much, Senator. 
long and patient and very helpful testimony. 

Senator Leman. Thank you very much, Mr. Chairman and mem- 
bers of the committee. You have been very patient with me. You 
have been very courteous with me and I appreciate it very greatly. I 
want to tell you that. 

I want to say parenthetically how happy I am to be on this same 
program with Congressman Dondero. We have appeared—when 
was it we appeared first, Congressman ? 

Mr. Donprro. You completely disarmed me, Governor. 

Senator Lenman. In the archaic days, I know that. We have been 
going along not on this thing particularly, but on the St. Lawrence 
and also, I suppose, on this project too. 

Mr. Donprero. A great many years. 

Senator Leuman. You know it is a great pleasure to see you again, 
Congressman, and I thank you, gentlemen. 

Mr. Briatnrx. Thank you, Senator. Members of the committee we 
have seven more witnesses from various organizations. They are the 
spokesmen for various organizations. We would like to have them 
give as much as possible of their positions in oral summary and if 
possible just limit it to the attitude of the organization that they rep- 
resent, either for or against whatever bills they are testifying on, un- 
less you have some new testimony. 

I am sure you understand that the core of the testimony has been 
completely covered and you understand the situation in which the 
Chair finds itself at this very late hour of the afternoon. 

We proceed with Mr. Charles C. Fichtner, executive vice president 
of the Buffalo Chamber of Commerce. 

Senator Leaman. Mr. Chairman, may I say before I leave that 
although I, as you and all of the members of the committee, am pretty 
busy these closing days of the session—and I hope they are closing 
days of the session—if at any time you want me to appear again I 
shall be very glad indeed to do so. 


Mr. Buatntx. Thank you very much, Senator. Now Mr. Fichtner. 


Thank you for your 
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STATEMENT OF CHARLES C. FICHTNER, EXECUTIVE VICE PRESI- 
DENT, BUFFALO CHAMBER OF COMMERCE 


Mr. Ficutner. Mr. Chairman and members of the committee, I shall 
try to be very brief. 

My name is Charles C. Fichtner. I represent the Buffalo Chamber 
of Commerce, and also the Empire State Chamber of Commerce, com- 
prising 138 or practically all of the local chambers of commerce, and 
15 trade associations in New York State. 

The Buffalo chamber has more than 2,000 firms who are members, 
and more than 3,000 individual members, and the State chamber 
probably represents an underlying membership of 100,000 local com- 
munity leaders in New York State. 

We strongly urge the adoption of the Dondero-Miller-Capehart bills 
for the redevelopment of Niagara power by private utility companies, 
and oppose the measures for further governmental intrusion, whether 
National or State, into that power situation. 

Our position in support of private enterprise represents the dom- 
inant opinion of the people of New York State. It has been indicated 
that the vote in the house in 1953 was 32 to 9—a majority of more 
than 3 to 1. We are confident that the voting public of New York 
State now supports the private-enterprise approach by an even higher 
ratio. 

The citizens of the Niagara frontier favor private redevelopment of 
Niagara power for a number of reasons. 

I might also say in regard to the issue as to the attitude of the New 
York State Federation of Labor that I talked quite recently with 
Harold Hanover, the secretary-treasurer, a good friend of mine, and 
oer got the opinion that his views in 1953 are still strongly 

eld. 

Mr. Acer. That is the subject we were discussing a few moments 
ago in regard to the New York State Federation of Labor, with Sena- 
tor Lehman. 

Mr. Ficutner. Yes. And I think the same might be said with re- 
gard to the farm organizations in upper New York State. Some of the 
testimony 

Mr. Donpvero. What was the page number ? 

Mr. Ficutner. In the 1953 hearings? 251, Mr. Dondero. 

First, in principle, we believe that Government should not do those 
things which the people can do for themselves. Private utilities stand 
ready, willing, and able to invest $400 million in expanded Niagara 
power facilities which are now and have always been privately owned 
and operated. Private utilities can do the job more effectively, rap- 
idly, and efficiently, we believe, than can any public-power agency. 

Public ownership of the means of production is the essence of social- 
ism. In western New York we have very few socialists. 

Second, we believe that private power companies can do more in the 
long run than a Government agency to further the economic expan- 
sion and strength of our communities. The future of the Niagara 
frontier depends on continued growth and location of new manu- 
facturing industries. We prefer that our industrial growth be on a 
sound economic basis rather than rest on direct or indirect subsidies 
that characterize public-power areas such as the TVA. Our local 
communities, moreover, have need for the taxpaying capacity of pri- 
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vate ownership of the means of production. To the degree that pub- 
lic enterprises reduce the tax base, that much greater must be the tax 
load on remaining taxpaying industry ; and we in the Niagara fron- 
tier area feel that tax burden in New York is already a heavy one and 
a threat to existing industry. 

Third, we believe that our future needs for power will be more assur- 
ed] supplied by private enterprise than by a bureaucratic agency 
such as the State pore authority. Proof is that our needs in the past 
have been taken care of by private utilities. 

Fourth, we have depiomes in the public service commission of New 
York and believe that the interests of consumers are best served under 
its regulation. The record of that commission for wise regulation is 
a distinguished one. Under its supervision, in combination with good 
utility management and technological progress, electric rates in ‘New 
York State have gone steadily “downward, especially in terms of 
the real value of the dollar adjusted for inflation. We look forward to 
a continuation of that trend under private ownership and direction. 

Fifth, the utility companies sponsoring private redevelopment have 
an excellent experience record. The only organization that has ever 
constructed and operated hydroelectric plants on the Niagara River 
is the Niagara Mohawk Power Corp. It has had long experience with 
hydroelectric ener ation, water-level variations, and ice problems 
peculiar to the Niagara River. It owns necessary lands and rights-of- 
way. It has a magnificent and efficient transmission system and mar- 
keting organization. It has the financial resources and engineering 
staffs to start construction immediately. Engineers of Niagara 
Mohawk have been outstanding in the origin and development of 
plans for this project going back more than 30 years, just as their 
experience with Niagara hydroelectric power extends back for more 
than 70 years. The State power authority, by contrast, during most 
of its existence has been a paper-and-propaganda agency, untried and 
untested in the construction and operating fields. 

Mr. Donvrro. Mr. Chairman, may I make a suggestion? There 
are only four of us left here. I think you stated for the record the posi- 
tion of the chamber of commerce of the State of New York. Why 
do you not put the rest in the record ? 

Mr. Ficutner. I will read a few remaining reasons, Mr. Dondero, 
and file the statement in the record. 

Mr. Donvero. All right. 

Mr. Ficutner. I would like to say that we believe that the com- 
panies now operating the facilities have proved experience and tech- 
nical capacity and private financial resources to do the job. The pri- 

vate-enterprise approach will insure prompt redevelopment and as 
soon as they are given permission they can float the bonds which I 
gather, under the present situation of the Federal Government in its 
budget, would be rather a difficult problem to secure appropriations 
of that magnitude. 

In that same connection, such a course of action favoring private 
utilities would avoid an increase in the public debt, indirect, perhaps, 
but nonetheless real. 

Thank you. 

Mr. Buatnik. Thank you, Mr. Fichtner. 

Without objection, your statement will be made a part of the record 
at this point. 
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(The prepared statement of Mr. Fichtner is as follows :) 


BuFFALO FAvoRS REDEVELOPMENT OF NIAGARA POWER BY PRIVATE ENTERPRISE 


The Buffalo business community values the opportunity again to present its 
views on pending bills to redevolp Niagara power. Inasmuch as I appeared at 
the joint hearings of the Senate and House Committees on Public Works on May 
15, 1953, reference to that statement on behalf of private-enterprise principles 
will make possible a brief reaffirmation at this time of our position. 

The Buffalo chamber, representing 2,062 firms and 3,059 individual business- 
men on the Niagara frontier, strongly urges the adoption of the Dondero-Miller- 
Capehart bills for the redevolpment of Niagara power by private utility com- 
panies and opposes measures for further governmental intrusion—whether na- 
tional or State—into that power situation. 

Our position in support of private enterprise represents the dominant opinion 
of the people of New York State. When the private-enterprise bill, H. R. 4351, 
was passed by the House in the preceding Congress on July 10, 1953, by a vote 
of 262 to 120, included in the count were 32 affirmative and only 9 negative votes 
of Representatives from New York State, a majority of more than 3 tol. We 
are now confident that the voting public of New York State supports the private- 
enterprise approach by an even higher ratio. 

The citizens of the Niagara frontier favor private redevelopment of Niagara 
power for a number of reasons. 

First, in principle, we believe that Government should not do those things 
which the people can do for themselves. Private utilities stand ready, willing 
and able to invest $400 million in expanded Niagara power facilities which are 
now and have always been privately owned and operated. Private utilities can 
do the job more effectively, rapidly, and efficiently, we believe, than can any 
public power agency. Public ownership of the means of production is the es- 
sence of socialism and communism. In western New York, we have very few 
Socialists and even fewer Communists. 

Second, we believe that private power companies can do More in the long 
run than a Government agency to further the economic expansion and strength 
of our communities. The future of the Niagara frontier depends on continued 
growth and location of new manufacturing industries. We prefer that our in- 
dustrial growth be on a sound economic basis rather than rest on direct or in- 
direct subsidies that characterize public power areas such as the TVA. Our 
local communities, moreover, have need for the taxpaying capacity of private 
ownership of the means of production. To the degree that public enterprises 
reduce the tax base, that much greater must be the tax load on remaining tax- 
paying industry; and that tax burden in New York State is already a heavy 
one and a threat to existing industry. 

Third, we believe that our future needs for power will be more assuredly 
supplied by private enterprise than by a bureaucratic agency such as the State 
power authority. Proof is that our needs in the past have been taken care of 
by private utilities. The trend of demand for power by our local industry is ris- 
ing so fast that all of the additional power potential of Niagara redevolpment 
would be used up by 1960. The United States Army Corps of Engineers recently 
estimated that a market would exist for an increase of 2,500,000 kilowatts of de- 
pendable capacity by 1975 within the Niagara marketing area. To meet that 
growing need, in recent years the Niagara Mohawk Power Corp. has increased 
its steam-generating capacity by 85 percent. Further large additions of 200,000 
kilowatts to the steam plant on the Niagara River are now in process of installa- 
tion. By 1957 the Huntley steam plant alone on the Niagara will have a capacity 
of more than 1,000,000 kilowatts. The total additional dependable capacity from 
redevelopment at Niagara will be about the same, 1,100,000 kilowatts. Addi- 
tional power from Niagara Falls will be a good beginning, to be sure. But 
eventually the Niagara frontier must look forward to private utility expansion 
of steam power capacity to meet its expanding use of power a decade or two 
hence. In the interest of integrated management and best usage obviously, that 
hyroelectriec development should be vested in the private utilities that now oper- 
ate the hydroelectric facility as well as local steam generated electric plants. 
Public opinion in New York State supports that commonsense determination in 
the public interest. 

Fourth, we have confidence in the Public Service Commission of New York 
and believe that the interests of consumers are best served under its regulation. 
The record of that commission for wise regulation is a distinguished one. Under 
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its supervision, in combination with good utility management and technological 
progress, electric rates in New York State have gone steadily downward, espe- 
cially in terms of “real value” of the dollar adjusted for inflation. We look 
forward to a continuation of that trend under private ownership and direction. 

Fifth, the utility companies sponsoring private redevelopment have an excellent 
experience record. The only organization that has ever constructed and operated 
hydroelectric plants on the Niagara River is the Niagara Mohawk Power Corp. 
It has had long experience with hydroelectric generation, water level variations 
and ice problems peculiar to Niagara River. It owns necessary lands and 
rights-of-way. It has a magnificent and efficient transmission system and market- 
ing organization. It has the financial resources and engineering staffs to start 
construction immediately. Engineers of Niagara Mohawk have been outstanding 
in the origin and development of plans for this project going back more than 30 
years, just as their experience with Niagara hydroelectric power extends back 
for more than 70 years. The State power authority, by contrast, during most 
of its existence has been a paper-and-propaganda agency, untried and untested 
in the construction and operating fields. 

Work on Niagara should start as soon as possible. The power is badly needed. 
It is now either going to waste or is being given free to Canada. The annual 
loss to the United States each year is $60 million. If licensed to proceed, private 
utilities could add this torrent of wealth to the American economy within 3 or 
4 years, whereas Federal or State redevelopment is estimated to take 5 or more 
years. The notoriously slow actions of Government agencies weighed against 
the incentives to private investment to make the project revenue producing, 
together with factors of plans and experience, leave not the slightest doubt 
that essential completion can be achieved much more promptly under private 
auspices. 

Sixth, at a time when the Federal budget is seriously out of balance and the 
finances of the State of New York are laboring under a most serious and severe 
strain according to Governor Harriman, we believe that every opportunity 
should be seized to foster new taxpaying enterprises to share these govern- 
mental expense burdens. Not to be overlooked is the importance of real estate 
and other tax revenues for the city of Niagara Falls and the county of Niagara 
which, like most other local governments, have been under financial pressure 
occasioned by the inflation of all costs and necessary demands for local govern- 
ment services, such as schools, resulting from community growth. 

The State power authority has pitched its case on a tax-saving appeal of 
$40.5 million annually, including avoidance of $17 million in direct Federal 
taxation. While this would tend to place the Niagara frontier on a better com- 
petitive basis in competing for new industry relative to the TVA and other 
public power areas, the Buffalo Chamber of Commerce cannot concur in the 
contention that two inequities make a right. Rather, we advocate correction of 
regional inequities by return of public power to private ownership under fair 
and uniform taxation. To State and local finances, it is clear, development by 
the State power authority would be highly unfavorable. In short, the case of 
the New York State Power Authority to take over Niagara rests upon dishonest 
tax economics and sharp practice to gain short-run regional advantage. It con- 
flicts, therefore, with sound American principles of government and public 
policy. 

The assertions of the State power authority that private redevelopment of 
Niagara is a giveaway of public resources, that it is a “grab” by “utility com- 
panies who want to make a killing,” are spurious and emotionally misleading 
arguments. The same proposal now advanced by the State power authority 
lobbyists, applied to other natural resources—land, mines, trade routes—to 
other means of production—factories, machines, warehouses, buildings and 
stores—is the program of socialism and communism. We strongly oppose those 
isms even when attractively clothed in beautifully colored booklets as “power 
and park developments.” 

The State Power Authority argues that its seizure of Niagara would not be 
“government in business” because the Authority is a corporation whose finances 
are kept in books separated from the State budget. This pretense, of course, de- 
ceives no one. The fact that the Authority can issue bonds, to be exempt from 
taxation on the same basis as State of New York bonds, is merely one exposure 
of that fallacy. 

We on the Niagara Frontier, fighting the socialization of Niagara power, are 
fighting for one of the most important principles of American society. What 
Congress determines at Niagara will assuredly influence the pattern for future 
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Government ventures throughout the Nation, and indeed, the character itself of 
government in the United States. 


In summary, the Dondero-Miller-Capehart approach to the Niagara problem 
is favored by public opinion of western New York because: 

1. It is American principle; it is antisocialistic. 

2. It would contribute to the sound development of western New York by 
fostering more aggressively the location of new industry and encouraging the 
growth of manufacturing. 


3. It assures over the long term an adequate supply of power. 


4. It safeguards consumers and industry and insures fair price for power 
under Public Service Commission regulation. 


5. It utilizes proved experience, technical capacity and private financial re- 
sources. 


6. It insures prompt redevelopment. 

7. It avoids further increases in the public debt direct and indirect. 

The Federal Government is now overburdened with responsibilities, debt and 
employees. Relative to its smaller area, New York State government is becom- 
ing topheavy in similar degree. For an efficient American economy, which will 
continue to produce more goods for more people at the lowest costs, there must 
be continued recognition of the traditional American philosophy of placing re- 
liance upon individual savings invested in private enterprise, managed to pro- 
duce goods and services demanded by the people at the least cost to the people. 
Because of the rapid intrusion of government into business affairs over the 
past two decades, the workload of Government is building up to the point where 
it may some day bog down the economy. Socialist strategy aims at govern- 
ment ownership of basic industry such as power as among the essentials for 
national socialism. This trend the Buffalo Chamber of Commerce opposes as 
contrary to the well-being of all Americans today and those of coming genera- 


tions. 
Mr. Buiarntx. Mr. Luke F. Sharon of Arcade, N. Y., representing 
the Municipal Electric Utilities Association of the State of New York. 
Mr. Sharon, do you have a prepared statement with you? 


STATEMENT OF LUKE F. SHARON, PRESIDENT, MUNICIPAL ELEC- 
TRIC UTILITIES ASSOCIATION OF THE STATE OF NEW YORK 


Mr. Suaron. Yes. 

Mr. Buatnrx. Would you identify yourself and the association for 
whom you speak? If at all possible, would you summarize in a state- 
ment the position of your association, and then the rest of the argu- 
ments in your prepared brief will be incorporated in the record. 

Mr. SHaron. My name is Luke F. Sharon. I am superintendent 
of public works for the city of Arcade, N. Y. and president of the 
Municipal Electric Utilities Association of the State of New York. 

The association represents 44 cities and villages which own and 
operate municipal electric systems in the State of New York. For 
a number of years, the association has actively advocated public re- 
development of Niagara Falls power with the traditional preference 
to public bodies and rural electric cooperatives in the marketing of 
the power. Most recently, the association at its annual meeting in 
Cooperstown last September adopted a resolution reaffirming our 
stand on the Niagara question. The text of this resolution is ap- 
pended to my statement with the request that it be placed in the record. 

The interest of the municipal electric utilities of New York State 
in the legislation under consideration by the committee at these hear- 
ings is simply and concisely this: We want Niagara power. 

Mr. BuatntK. Could you summarize the position of your associa- 
tion ? 
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Mr. Suaron. We urge the committee to provide in any legislation 
relating to the redevelopment of the Niagara Falls electric power gen- 
eration that a preference for public bodies and rural electric coop- 
eratives be required in marketing the power from the property. 

This so- “called preference clause is not so much a matter of plac- 
ing consumer-owned electric utilities in Government installations in 
a preferred position as it is a method of placing them on a more 
nearly equal footing with the larger private power companies. With- 
out such a provision there is no assurance and little likelihood that 
the benefits of low-cost Niagara power will go to these consumers 


served by their own municipal or cooperative ‘electric systems in the 
State of New York. 


In addition, the preference clause will provide a priority to the 
Federal Government for its own installations in the vicinity. 

I will conclude my testimony with that, Mr. Chairman. 

Mr. Buatnig. We thank you very much, Mr. Sharon, and the com- 


plete prepared statement will be included in the hearings at this 
point. 


(The prepared statement of Mr. Sharon is as follows :) 


My name is Luke F. Sharon. I am superintendent of public works for the 
city of Arcade, N. Y., and president of the Municipal Electric Utilities Associa- 
tion of the State of New York. 

The association represents 44 cities and villages which own and operate 
municipal electric systems in the State of New York. For a number of years, 
the association has actively advocated public redevelopment of Niagara Falls 
power with the traditional preference to public bodies and rural electric coop- 
eratives in the marketing of the power. Most recently, the association at its 
annual meeting in Cooperstown last September adopted a resolution reaffirming 
our stand on the Niagara question. The text of this resolution is appended to my 
statement with the request that it be placed in the record. 

The interest of the municipal electric utilities of New York State in the 
legislation under consideration by the committee at these hearings is simply 
and concisely this: We want Niagara power. 

As you know, the Northeast, including New York State, has among the 
highest rates for electric power in the entire nation. We do not enjoy a near- 
ness to fossil fuels—coal, oil or natural gas—and for many years we have 
looked to the redevelopment of Niagara Falls power plus the construction of 
the St. Lawrence project to provide our area with electricity at a price more 
nearly comparable to that enjoyed by most other regions. Today, for reasons 
which I shall discuss in a moment, we see St. Lawrence’s great power output 
slipping away from us even as the project itself is being built. But irrespec- 
tive of the outcome of the dispute over the marketing of St. Lawrence power, 
we shall need hydroelectric energy from Niagara. 

In our view, the Niagara power issue boils down to two questions. The first 
is: Who is to redevelop this great power resource? Our answer is that this great 
public resource can only be developed for the benefit of the public by a public 
agency. We are unalterably opposed to any legislation which would provide 
for redevelopment of Niagara Falls power by private power companies. 


You have heard eloquent testimony from Senator Lehman and 
Chairman Moses of the Power Authority of the State of New York 
on the legal and historic objections of the people of New York State 
to turning this great resource over to private companies. I shall not 
occupy this committee’s time in an effort to restate the long, deep- 
rooted opposition of our people to private exploitation of our most 
famous landmark and greatest hope for low-cost electric energy to 
meet our growing requirements. 

The second question presented in the proposals for redevelopment 
of Niagara power is, how shall the power be marketed ? 
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We urge the committee to provide in any legislation relating to the 
redevelopment of Niagara Falls for electric-power generation that a 
pre! ference for public bodies and rural electric cooperatives be required 
in the marketing of power from the project. This so-called preference 
clause is not so much a matter of placing consumer-owned electric 
utilities and Government installations in a preferred position as it is 
a method of placing them on a more nearly equal footing with the 
larger private power companies. Without such a provision, there is 
no assurance and little likelihood that the benefits of low-cost Niagara 
power could reach consumers served by their own municipal or coop- 
erative electric systems in the State of New York. In addition, the 
preference clause would provide a priority to the Federal Government 
for its own installations in the vicinity. 

The preference has been written by the Congress into major water- 
power legislation for nearly half a century, but we do not advocate it 
simply as a matter of habit or practice. Rather, we point to the record 
of low-cost electric service in regions blessed with great Federal 
hydroelectric projects developed under a policy of pr eference to the 
local publicly owned and cooperative electric utilities as proof that 
this policy has been effective. The preference policy in marketing 
of power has brought the benefits of great Federal projects to large 
numbers of people. We are convinced that it is likewise essential if 
the people of New York are to enjoy the maximum benefits from the 
redevelopment of Niagara, irrespective of what public agency is 
authorized to undertake construction of the project. 

In seeking a preference for public bodies and rural electric co-ops 
in the marketing of Niagara power, we are not trying to monopolize 
the output of this vast development. ‘The shoe is on the other foot. A 
preference is necessary to prevent private monopoly of this public 
resource. In New York State, the private power companies are large 
and dominant in the electrie utility business. The only bulwark 
against their complete monopoly of this vital service is provided by 
the municipal and rural electric systems. These are small systems 
serving relatively small areas. Large numbers of them today pur- 
chase all or part of their electric supply from the private companies 
at wholesale rates which are among the highest in the Nation. These 
wholesale rates are not under the jurisdiction of the New York Public 
Service Commission, and the principal limitation on the price charged 
consumer-owned systems tends to be what the market will bear. Low- 
cost Niagara power could bring independence to these consumer-owned 
utilities and strengthen competition in a monopolistic situation. Only 
through such competitive influences can the people of New York State 
expect to enjoy lower rates in the years ahead. 

Congress must write a preference into Niagara legislation if the 
consumers of local publicly owned and co-op systems are to be assured 
of power from the project. This is being demonstrated clearly today 
in the power-marketing proposals of the Power Authority of the 
State of New York for the output of the St. Lawrence project. 

In 1953, spokesmen for the municipal electric systems in New York 
asked the Federal Power Commission to insert a preference clause 
into the license it was to issue to the New York Power Authority 
for the St. Lawrence project. The Commission by a 3-to-1 decision 
rejected the preference provision. In so doing, the Commission ma- 
jority did not pass on the merits of such a provision, but merely 
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found that the Commission did not have the statutory authority to 
include this condition in the license. 

Our fears that our consumers would not fully participate in the 
benefits of the project unless the power authority were required to 
observe the traditional preference in the marketing of the power now 
are dangerously near realization. The power authori ity recently ap- 
proved and sent to Governor Harriman for his approval a contract 
under which about a third of the entire output of the American side 
of the St. Lawrence power deyelopment would be sold to one large 
industrial concern. Meanwhile, we have noted with alarm reports 
that the power authority is negotiating with other large industries 
for large blocks of St. Lawrence power. While we fully appreciate 
the importance of bringing new industry to our State, we believe 
that assigning large blocks of this power directly to a few large in- 
dustries is consistent neither with the provisions of our State’s law 
relating to the marketing of St. Lawrence power nor with the prin- 
ciple of seeking to bring ‘the greatest benefits to the public from such 
important public developments. 

In view of our experience with the St. Lawrence, we reiterate that 
the Congress must provide a preference to public bodies and per 
eratives in the marketing of Niagara power if this power is to be 
marketed in accordance with the traditional policies which have 
proved so effective for so many years. 

Closely related to the policy of preference in power marketing is 
the provision for transmission lines. Most local publicly and coop- 
eratively owned electric utilities are relatively sma]l and geograph- 
ically restricted in their operations to small service areas. In other 
ee our municipal electric utilities cannot build lines across up- 
state New York to the Niagara Falls project, even if we were to be 
accorded a priority in the purchase of its output. Transmission 
facilities must be made available to bring power from the project to 
the municipal systems and other preference customers, if the policy 
is to have any effect. In some instances capacity on private power 
company lines might be utilized for this purpose under “wheeling” 
arrangements, but in others it may be necessary for new lines to be 
constructed from the project. In either event, we believe that the 
agency constructing the project should have full authority to con- 
struct transmission lines. This authority is necessary for bargaining 
purposes in cases where use of private company lines may be possible 
and essential in other situations. 

In conclusion, I want to briefly summarize our attitude toward the 
bills under consideration by your committee. 

We are in complete and vigorous opposition to H. R. 142 and 
H. R. 420, which would authorize private power company redevelop- 
ment of Niagara Falls power. The proposal embodied in H. R. 5377 
for Federal construction of the project with the vital questions of 
ownership and operation to be determined later has not been con- 
sidered by our association. Recognizing the desirability of bringing 
Niagara power on the line as soon as possible, I feel, nonetheless, that 
Congress should act decisively on this entire problem. 

H. R. 5706 by Chairman Buckley and H. R. 5878 by Mr. Davidson 
both provide for public redevelopment by the Power Authority of 
the State of New York. H. R. 5878 provides for a preference to 
public bodies and rural electric co-ops in the marketing of Niagara 
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power and authorizes construction of all necessary transmission lines. 
The provisions of H. R. 5706 relating to these matters are not ade- 
quate or consistent with long-standing congressional policies. 

Accordingly, we urge, the committee to approve H. R. 5878 by 
Mr. Davidson. 

(The resolution attached to Mr. Sharon’s prepared statement is as 
follows:) 

NIAGARA FaLits Power DEVELOPMENT 


(Resolution No. 8 adopted by the 24th Annual Conference of the Municipal 


Utilities Association of the State of New York, Cooperstown, N. Y., September 10, 
1954. ) 


Whereas New York State continues to have power costs which are among 
the highest in the Nation ; and 


Whereas there is an urgent need among the municipally owned electric sys- 
tems of this State for a source of low cost power to meet existing loads, to 
bring about greater consumption of electricity in homes and on the farms, 


and to stimulate the growth of new commercial and industrial uses for power ; 
and 


Whereas more than 1,250,000 kilowatts of exceedingly low-cost power con- 
tinues to remain undeveloped on the American side of Niagara Falls; and 
Whereas the Province of Ontario, Canada, through a public agency, is already 


well underway in developing its share of low-cost power from the Niagara 
site; and 

Whereas experience in other sections of the United States has shown con- 
clusively that natural resources such as Niagara Falls can be developed to their 
maximum capabilities and the benefits distributed to the largest number of 
consumers through public development, with preference in power marketing to 
local public agencies and rural electric cooperatives: Now, therefore, be it 

Resolved, That this association reaffirms its previous position and urges the 
84th Congress to adopt legislation as expeditiously as possible to bring about 
the prompt development of the maximum power potential of Niagara Falls by 
a public agency, with preference to be given in the marketing of this power to 
local public agencies and rural electric cooperatives. 


Mr. Biarnik. Now we will call the witnesses who are from out of 
town. 

Mr. Mariano A. Lucca, from Buffalo, editor of the Buffalo Beacon. 

Mr. Lucca, do you have a prepared statement ? 


STATEMENT OF MARIANO A. LUCCA, EDITOR OF THE BUFFALO 
BEACON 


Mr. Lucca. I have none, sir. I will be only too glad to submit one, 
and at this time I will give a brief statement of my position. 

Mr. Buarnix. If you will be able to present your statement in a brief 
oral presentation, the Chair will give you permission to extend and 
revise your remarks and have a more complete statement placed in 
the hearings at this point. 

Mr. Lucca. My name is Mariano A. Lucca. I am the editor of the 
Buffalo Beacon in Buffalo, a weekly newspaper. I am the defeated 
Democratic candidate for Congress in the 40th Congressional District 
in the last election, but I believe I owe a great obligation to our 50,000 
voters who voted for me and to whom I pledged in my campaign in 
or out of office I would work and endeavor to promote the main planks 
of my platform. 

One of these planks was for the public development of the natural 
resources of the Niagara River. I read the testimony that was given 
by the present incumbent, Mr. Miller, at yesterday’s hearing, where 
he stated that his constituency, the people of the 40th Congressional 
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District, were all for private development. I hereby dispute that 
statement because the campaign issues were not touched by Mr. Miller. 
_ Mr. Dewey was used considerably in the campaign, and if the issue 
itself of private or os development of the resources of the Niagara 
River would have been fully expressed, I am sure that I would not 
be here this afternoon testifying on my own time and on my own 
salary. 

Every New York State Governor for the past 50 years has been 
advocating, with the exception of 1 governor, the natural resources 
of the Niagara River must be developed as a public development and 
not a private development. 

One such governor did oppose his program and he was Nathan 
L. Miller. I remember that campaign very well. He was overwhelm- 
ingly defeated by a great Governor of the State of New York, Alfred 
E. Smith in 1922. 

There have been charges made more or less that anyone advocating 
public development is advocating socialism. Now, gentlemen if that 
is socialism then I accept it because I will be in the class of such great 
men as former Gov. Theodore Roosevelt, Charles Evans Hughes, 
Franklin D. Roosevelt, that great humanitarian who testified here 
this afternoon, Senator Lehman, Alfred E. Smith, Thomas E. Dewey, 
and Averell Harriman. 

I believe that the issue here is not public or private development. I 
believe that the issue here is more or less as has been expressed in your 
hearings that in the State of New York the laws themselves do not 
permit this giveaway. Asa matter of fact, in your hearing of May 14, 
1953, in the Senate hearing, Gov. Thomas E. Dewey stated in un- 
qualified terms that if you would give these natural resources that be- 
longed to the people of the State of New York for private develop- 
ment that he would institute a lawsuit in the courts. That was re- 
iterated yesterday by Mr. Moses. 

Gentlemen, the people of the Niagara frontier want the development 
of these natural resources. They are vitally needed there for the ex- 
panding of their industries. The only way that that can be done is 
by public development, because any other way is going to delay a 
much-needed improvement. 

Mr. Buarntx. Mr. Lucca, you are then testifying in behalf of which 
of the five bills before the committee ? 

Mr. Lucca. I am for public development, and I believe that the 
Buckley bill meets the requirements, with all due respect to Senator 
Lehman and other proponents of other bills. Because we need this 
development at this time and it is up to you gentlemen to put the 
best interests of the people of the Niagara frontier and the Nation 
as a whole first, instead of all these hearings we have had here, which 
have been going on for a few years, and at the rate we are going they 
will be going on still. In the meantime, on the Canadian side, they 
will be utilizing all of the resources that we should be using at this 
time. 

Mr. Buarnix. Mr. Lucca, we have your very forthright en lorse- 
ment and support of the Buckley bill. If that completes your oral 
summary presentation you are given permission by the chairman of 
the committee to extend and further revise your remarks. 

Mr. Lucca. Thank you. 

Mr. Buatnik. Are there any questions from the committee / 
















































































































































































298 NIAGARA POWER DEVELOPMENT 


(No response. ) 

Mr. Buarnrx. Thank you very much, Mr. Lucca. 

May I ask, is Mr. McMahon, of the Utility Workers Union of Amer- 
ica, from Washington ? 

Mr. McManon. From New York City. 

Mr. Buiatnrx. We have Andrew J. McMahon, president of the 
Utility Workers Union of America, of the CIO. 


STATEMENT OF ANDREW J. McMAHON, PRESIDENT OF LOCAL 1-2 
OF THE UTILITY WORKERS UNION OF AMERICA, AND CHAIR- 
MAN OF THE PUBLIC POWER COMMITTEE OF THE UTILITY 
WORKERS UNION OF AMERICA 


Mr. McManon. I have a prepared statement, Mr. Chairman. Out 
of respect to the chairman of the committee, I will try to be as brief as 
I can and skip over some of this, provided it is put in the record. 

Mr. Buiarnrk. It is so agreed, and we appreciate your patience. 
But the important thing is for the record to show and for the com- 
mittee members to learn of your support of the particular bills that 
your organization favors. 

Mr. McManon. Considerable reference was made by the Senator 
from the State of New York, and I would like to clear up those refer- 
ences so far as the Utility Workers of America, CIO, are concerned. 

Mr. Biarnrk. You may proceed. 

Mr. McManon. My name is Andrew J. McMahon, president of 
local 1-2, Utility Workers Union of America, CIO, with a local union 
membership of 24,000. Our office is at 143 West 51st Street, New 
York City. 

Today I speak not only as the representative of the 24,000 members 
of my own al union, but I also speak as chairman of the public 
power committee of the Utility Workers Union of America, CIO, our 
national organization, with offices in Washington, D. C. Our union 
holds genuine collective-bargaining contracts with private utility 
companies throughout the United States covering approximately 
90,000 members. 

Our interest here today, and I would like to emphasize this for the 
committee, is strictly and exclusively that of trade unionists. This 
means a great deal to us because it means our bread and butter for the 
development of the Niagara River by public power. 

We feel that in our contracts with private utility companies, we 
have collected welfare programs, and pension schedules, and paid holi- 
days, and vacations, and good working conditions, and we have unem- 
ployment insurance, and social security. We have the right to bargain 
collectively with our municipalities, on which all or most of the 
privileges are denied to wage earners by governmental agencies. 

Mr. Donvero. I do not want to interrupt you, but at the very begin- 
ning I think you said your organization and you were in favor of 
public development. Do you mean by some governmental agency? 

Mr. McManon. Oh, no. 

Mr. Donprro, Or do you mean by private enterprise? 

Mr. McManon. If I did I erred, Congressman. I am awfully glad 
you called it to my attention. We are definitely in favor of the de- 
velopment by private enterprise and private utility companies. 
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Since 1951 we have appeared before many congressional committees, 
starting in May 1951 and continuing on through 1953 and 1954. In 
1954 we put into the record a statement of W alter C. Reuther, presi- 
dent of the CIO, when at the convention of the CIO in 1953 he said, 
and I quote from the record: 

Let the private utilities do all they will do, but if there is a power deficit and 
we have not enough power to expand industry and give firms electricity, then 
the Government ought to step in and mobilize our power resources to fill that 
deficit. That is our program. 

I would like also to quote from a letter by the late Franklin D. 
Roosevelt, who was President of the United States at the time the 
Wagner Act was passed in 1937, in a letter dated August 16 of that 
year: 
All Government employees should realize that the process of collective bar- 
gaining, as usually understood, cannot be transplanted into the public service. 
It has its distinct and insurmountable limitations when applied to public per- 
sonnel management. The very nature and purpose of Government make it im- 
possible for administrative officials to represent fully or to bind the employer in 
mutual discussions with governmental employee organizations. The employer 
is the whole people, who speak by means of law enacted by their representatives 
in Congress. Accordingly, administrative employees and officials alike are 
governed and guided, and in many instances restricted, by laws which establish 
policies, procedures, or rules in personnel matters. 

I also call to the attention of the committee one other brief state- 
ment on page 7, where we say that billions of dollars of union welfare 
and pension funds are invested in stocks and bonds of the companies 
and corporations engaged in competitive private enterprise. An illus- 
tration of the union interest in these social and economic questions can 
be found in an article printed in the C hicago American hewspaper on 
May 6, 1955, entitled “Beck Takes a Look.” Dave Beck is the inter- 
national president of the International Brotherhood of Teamsters, 
AFL. 

In conclusion, in our experience, earned at the collective-bargaining 
table at thousands of meetings, we must support H. R. 142, introduced 
by Representative Miller, and/or H. R. 420, introduced by Representa- 
tive Dondero. 

As union men, we believe these bills are good for us, but more 
importantly, they are good for the State of New York and the people 
of the United States. 

A little while ago I quoted from out president, Mr. Joseph A. 
Fisher, who was at that time a representative of the United States 
Government touring in Europe, in which he said that he was con- 
vinced our system of free enterprise, with all of its obvious faults, 
affords the best opportunity to the worker. There are almost 65 mil- 
lion wage earners in the United States. It is our sincere hope that 
the wage earners and the managements will build industrial democracy 
by their joint efforts, and will adopt as the theme song, “Anything 
you can do, Government, we do better.” 

Mr. Chairman, I sincerely appreciate the courtesy extended to me 
in giving me this opportunity to present the viewpoint of the Utility 
Workers Union of America, who are the people who work in the 
utility field throughout the United States. 
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Mr. Buarnix. We thank you very much for your straightforward 
statement and your patience in staying with us for the entire day’s 
hearing. 

Mr. McManon. Thank you. 

Mr. Biatnrx. Without objection, the full prepared statement of Mr. 
McMahon will be made a part of the record at this point. 
(The prepared statement of Mr. McMahon is as follows :) 














STATEMENT oF ANDREW J. MCMAHON, CHAIRMAN OF PUBLIC POWER COMMITTEE, 
Uvitrry WorKERs UNIoN or AMERICA, CIO, IN Favor oF H. R. 412 ann H. R. 
420, DEALING WITH THE DEVELOPMENT OF THE NIAGARA RIVER AND IN OPPO- 
SITION TO H. R. 5706, H. R. 5878, anp H. R. 5377 







My name is Andrew J. McMahon, president of Local 1-2, Utility Workers Union 
of America, CIO, with a local union membership of 24,000. Our office is at 148 
West 5ist Street, New York City. 

Today I speak not only as the representative of the 24,000 members of my 
own local union, but I also speak as chairman of the public power committee of 
the Utility Workers Union of America, CIO, our national organization with 
offices in Washington, D. C. Our union holds genuine collective-bargaining 
contracts with private utility companies throughout the United States covering 
approximately 90,000 members. 

For myself and my entire membership, I wish to assure this committee that 
my interest here today is strictly and exclusively that of an active trade unionist. 
For many years we have been striving to obtain the best wages, hours, and 
working conditions for the members of our union. Our hourly wage is accept- 
able, we have welfare programs, we have pension schedules, we have paid holi- 
days and vacations and good working conditions, we have unemployment insur- 
ance and social security. We have earned the dignity of human beings working 
for a living but more importantly having a voice in their own economic and social 
lives because of one simple fact: we have the right to bargain collectively with 
our employers. All, or most, of these rights and privileges are denied to wage 
earners employed by any Government or Government agency. 

That is why our union and hundreds of thousands of other union members have 
oppesed public power in any of its forms over the period of the last 5 years. 
The record will speak for itself. We have studied the problem. We have ex- 
amined each and every effort on the part of Federal, State, or municipal govern- 
ment to go into the electric light and power business by one road or another and 
we are convinced that we lose something in each and every instance. The issues 
have been discussed at thousands of membership meetings—at scores of con- 
ventions and at many public appearances, both by myself and other officials of the 
Utility Workers Union of America, CIO. 

At the last four general conventions of the Congress of Industrial Organiza- 
tions, we have brought the problem of public versus private power to the floor 
of the convention in open discussion. We have made other unionists think— 
they, too, want the best possible conditions for their membership and work night 
zud day toward that end—and thus every year we are convincing more and more 
union leaders that we utility workers cannot even exist, much less live and 
prosper, if we become employees of Government. 

I am deliberately stating broad principles today and invite questions on the 
position taken by our union on this vital issue of further Government encroach- 
ment in the electric light and power field. So that this committee may have some 
idea of the interest taken at high level by my group, I will now state the appear- 
ances made before bodies of the Congress of the United States and other groups 
at high level during the last 5 years. Obviously, any effort on my part to con- 
dense all of the material contained in briefs submitted on those occasions would 
be difficult, if indeed not impossible. Perhaps a statement of appearances will 
bring questions from this committee today. 

First, in May 1951, William J. Pachler, national secretary-treasurer of the 
Utility Workers Union of America, CIO, testified before the Public Works Com- 
mittee of the House of Representatives in opposition to the St. Lawrence power 
project and submitted a 13-page brief containing among other things a detailed 
comparison of wages, hours, and working conditions in the Tennessee Valley 

Authority and in the private electric light and power field. 

Second, on August 22, 1951, Mr. Pachler testified before the Public Works Com- 

mittee of the United States Senate in opposition to the Lehman-Roosevelt bill 
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which proposed public development of the Niagara River and power project and 
submitted a four-page brief pointing out the errors of Government building 
single-purpose dams and transmission lines. 

Third, on August 22, 1951, I, Andrew J, MeMahon, president of Local 1-2, 
Utility Workers Union of America, CIO, testified before the Public Works Com- 
mittee of the United States Senate in opposition to the Lehman-Roosevelt bill 
and in favor of the bill introduced by Representative Miller of New York pro- 
viding that the Niagara project be done by private enterprise and submitted a 
seven-page brief setting forth the proper place of unions in our social and eco- 
nomic democracy and developing a three-point argument against Government 
power, i. e., (1) Government employees get lower wages and poorer working 
conditions; (2) they don’t have the right to organize and bargain collectively ; 
(3) wage earners employed in private industry pay higher taxes to help support 
tax-free government operations in the same field. 

Fourth, on September 19, 1951, I, Andrew J. McMahon, testified before the 
Subcommittee on Rivers and Harbors of the Public Works Committee of the 
House of Representatives and submitted a seven-page brief in support of the 
Miller-Capehart bill proposing that private enterprise construct and operate 
the Niagara installation under regulation by the Public Service Commission. In 
that brief, I quoted a message which we received from Europe from our national 
president, Joseph A. Fisher. At that time he was in Europe as an Economic Coop- 
eration Administration consultant under the Marshall plan. He visited gov- 
ernment owned and operated electrical installations in European countries. Here 
is a direct quotation from Mr. Fisher’s message which I told the members of the 
subcommittee at that time: 

“It is evident that we have an entirely different economic and political set of 
conditions in America. It is also interesting to note that not one of the labor 
leaders or government officials I have talked to believes that nationalization 
of the industry at home is needed or would be of benefit to the workers. 

“As for myself, 1 am more convinced than ever that our system of free enter- 
prise, with all of its obvious faults, affords the best opportunity for workers 
anywhere in the world.” 

Fifth. on May 14, 1953, I, Andrew J. McMahon, testified during the joint 
hearings of the Subcommittee on Flood Control and Rivers and Harbors of the 
Senate Committee on Public Works and the Committee on Public Works of the 
House of Representatives in opposition to public development of Niagara power 
and in favor of the Capehart-Miller-Martin bill, and submitted a 21-page brief 
containing a resolution from our sixth constitutional convention, unanimously 
endorsing the Capehart-Martin-Miller bill in the following language: 

“Now, therefore be it Resolved, That this sixth constitutional convention of the 
Utility Workers Union of America, CIO, reaffirms its historic position on public 
projects, and go on record in favor of the passage of the Capehart-Martin-Miller 
bill and the Dondero bill, which are consistent with our historic position as here- 
inabove stated and that the public interest be protected by proper charges being 
made by the appropriate regulatory body for the use of public waters ; and 

“Be it further resolved, That copies of this report and resolution stating our 
policy to be forwarded to the presidents of all local unions of the Utility Work- 
ers Union of America, CIO, to be read at all local union meetings; and be it 
further 

“Resolved, That our position on the Capehart-Martin-Miller bill and the Don- 
dero bill be made known to all of the Senators and Representatives of any and 
all sessions of Congress, of the Legislature of the State of New York, the Gover- 
nor of the State of New York, other labor organizations and the public at large.” 

Sixth, on April 20, 1954, I, Andrew J. McMahon, testified before the Senate 
Committee on Public Works in favor of the Capehart-Martin-Miller bill and 
submitted a 14-page brief containing a schedule showing the millions of pieces 
of literature directly or indirectly distributed in opposition to public power. 
The brief also contained direct quotations from the discussions which took 
place at the 15th constitutional convention of the Congress of Industrial Organ- 
izations held in 1953 which showed that in a discussion of public power versus 
private power on the floor of the convention, Mr. Walter Reuther, president of 
the CIO, said: 

“Let the private utilities do all they will do, but if there is a power deficit 
and we have not enough power to expand industry and give firms electricity, 
then the Government ought to step in and mobilize our power resources to fill 
that deficit. That is our program.” 
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Seventh, on June 15, 1954, I, Andrew J. McMahon, testified before the Water 
Resources and Power Task Force of the Commission on Organization of the 
Executive Branch of the Government (Hoover Commission) in opposition to all 
Government efforts to take over the work of private enterprise. 

Eighth, on May 10, 1955, I, Andrew J. McMahon, testified before the Power 
Authority of the State of New York in opposition to the granting of contracts 
to the city of Plattsburgh, N. Y., the Aluminum Company of America, the Public 
Service Commission of the State of Vermont and the United States Air Force 
for service to the Plattsburgh Air Base and the building of transmission lines 
by the Government to carry energy from St. Lawrence River to the purchasers. 

The position of the Utility Workers Union of America, CIO, stated and restated 
on hundreds of occasions can be summed up briefly under three headings: 

1. Unions cannot bargain collectively with any government or governmental 
agency. Unions, in the true meaning of the term, cannot exist where govern- 
ment is the employer. On this point we quote Franklin D. Roosevelt, who as 
President of the United States at the time the Wagner Act was passed in 1937, 
said in a letter dated August 16, 1937: 

“All government employees should realize that the process of collective bar- 
gaining, as usually understood, cannot be transplanted into the public service. 
It has its distinct and insurmountable limitations when applied to public per- 
sonnel management. The very nature and purpose of government make it impos- 
sible for administrative officials to represent fully or to bind the employer in 
mutual discussions with governmental employee organizations. The employer is 
the whole people, who speak by means of law enacted by their Representatives 
in Congress. Accordingly, administrative employees and officials alike are gov- 
erned and guided, and in many instances restricted, by laws which establish 
policies, procedures, or rules in personnel matters.” 

2. Employees of Government do not get the same rates of pay prevailing in the 
area, even where special legislation covering the building trades only (the Bacon- 
Davis Act) require such payment. 

3. Users of public power do not pay the same prices that users of privately 
generated power pay because Government and governmental agencies are relieved 
in whole or in part from the burden of paying taxes. In other words, taxpayers 
in all parts of the country pay part of the electric bill of users of publicly tax- 
free generated power. 

On the subject of taxes, few people realize that bonds issued by States or 
municipalities, or their subdivisions, yield tax-free interest. In other words, the 
holders of these bonds do not have to pay Federal income tax on income derived 
from such interest payments. As I said above, unions are becoming more and 
more active in the economic and social workings of our democracy. Billions of 
dollars of union welfare and pension funds are invested in stocks and bonds of 
the companies and corporations engaged in competitive private enterprise. An 
illustration of the union interest in these social and economic questions ean be 
found in an article printed in the Chicago-American Newspaper on May 6, 1955, 
entitled “Beck Takes a Look.” Dave Beck is the international president of the 
International Brotherhood of Teamsters, AFL. Here is a brief quotation from 
Mr. Beck’s statement : 

“Our system of taxation today keeps accumulated capital from being put out at 
risk. A man makes and saves a pile. He looks around to invest. He learns 
that if he invests successfully in a business, taxes will eat up his profits; if un- 
successfully, he is wiped out. So, instead of risking his money he puts it into 
tax-exempt securities and makes no contribution to the economic life of the 
country. 

“But his money, now in tax-exempt securities, is used against him. It is used 
against the man, who made his pile in the American profit system—and everybody 
else interested in maintaining that system—used against him to set up socialist, 
Government-operated, competitive industries.” 

For all of the above reasons, I, as chairman of the public power committee of 
the Utility Workers Union of America, CIO, tell this committee today that we are 
opposed to H. R. 5706, introduced by Representative Buckley. 

The record is filled with reasons for our opposition, but there is one significant 
phase of the Buckley bill which I must refer to. It provides that the licensee 
(presumably the New York State Power Authority) shall have control over the 
rates under which energy is resold by any of its purchasers. Note how far- 
reaching this apparently simple provision actually is. It circumvents the Public 
Service Commission of the State of New York which would grant a rate return 
necessary for the operation of a business (and unions can only get increased 
wages out of increased profits which come, at least in part, from increased 
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prices). Actually, this control of resale prices together with the use of the so- 
ealled preference clause would set up in New York State something approaching 
the Tennessee Valley Authority and unions just don’t do well with the TVA. 

For the same reasons, we are opposed to H. R. 5878 introduced by Representa- 
tive Davidson. 

We believe that the Federal Government is in too many businesses now and 
want no part of H. R. 5377, introduced by Representative Radwan. 

In our experience, earned at the the collective bargaining table at thousands 
of meetings, we must support H. R. 142, introduced by Representative Miller, 
and/or H. R. 420, introduced by Representative Dondero. 

As union men, we believe these bills are good for us, but more importantly, 
they are good for the State of New York and the people of the United States. 

A little while ago, I quoted a message from our president, Mr. Joseph A. 
Fisher, in which he said that he was convinced that our system of free enter- 
prise, with all of its obvious faults, affords the best opportunity to the worker. 
There are almost 65 million wage earners in the United States. It is my hope 
that the wage earners and the managements will build industrial democracy 
by their joint efforts and will adopt as the theme song, “Anything you can do, 
Government, we do better.” 

Mr. Biarnix. The next witness will be Mr. Alex Radin, general 
manager of the American Public Power Association. 

Mr. Radin, will you go ahead ¢ 


STATEMENT OF ALEX RADIN, GENERAL MANAGER, AMERICAN 
PUBLIC POWER ASSOCIATION 


Mr. Rapin. My name is Alex Radin. I am general manager of 
the American Public Power Association, a national trade organiza- 
tion representing more than 800 local publicly owned electric utilities 
in 40 States and Puerto Rico. We represent primarily municipally 
owned electric utilities, but our membership also includes public utility 
districts, State and county- -owned electric systems, as well as a small 
number of rural electric cooperatives. The Federal power systems 
such as TVA and Bonneville are not members of our association. 

In view of the lateness of the hour, I have a statement here which 
I will ea for the record, and indicate our position very briefly. 
That is, we support the Lehman-Davidson bill and we favor public 
development of this project. We feel a preference condition such as 
is included in the Tahar. Davidaont bill is essential in order to make 
this power available to the municipally owned electric utilities whom 
we represent in that area. 

There are, according to the Federal Power Commission’s statistics, 
about 166 municipally owned electric systems within what could be 
considered the economic transmission distance of this project, that 
is, in the State of New York, Pennsylvania, and Ohio. We feel that 
the real advantage of this project will not be felt unless it flows first 
into the municipally owned systems and the rural electric cooperatives 
which would actually account for a small part of the total electric 
business in that area; but their influence is not confined to the area 
they serve. They have a widespread influence in that they provide 
a competitive pressure, and what might be termed “a yardstick,” in 
an industry which is basically monopolistic i in nature. 

I think that expresses the views of our association, and I appreciate 
very much being heard. 

Mr. Biatnrk. That was very well stated, Mr. Radin, and we thank 
you for your presentation. 

Your statement will be made a part of the record at this point. 
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(The prepared statement of Mr. Radin is as follows :) 


STATEMENT OF ALEX RADIN, GENERAL MANAGER, AMERICAN PUBLIC Power ASsso- 
CIATION, BEFORE House PusLic WorKs COMMITTEE, JUNE 10, 1955, Re DEVEL- 
OPMENT OF NIAGARA FALLS 


My name is Alex Radin. I am general manager of the American Public Power 
Association, a national trade organization representing more than 800 local 
public-owned electric utilities in 40 States and Puerto Rico. The membership 
of our association consists primarily of municipally owned electric utilities, but 
also includes public utility districts, State- and county-owned electric systems, 
as well as a small number of rural electric cooperatives. No Federal power 
system is a member of the association. 

The interest of our association in legislation regarding the redevelopment of 
the power potential of Niagara Falls stems primarily from the fact that the 
municipally owned electric utilities within economic transmission distance of 
this project (300 miles) are presently purchasing power at wholesale rates 
which are among the highest in the Nation. For your further information on 
this point, I have appended to my statement, as exhibit A, a table showing 
the cost of wholesale power to municipally owned electric utilities in New York 
State, New England, Pennsylvania, and Ohio. So that your committee might see 
a comparison of the rates in the Niagara marketing area with rates paid 
by local public agencies in other areas where there are projects comparable 
to the Niagara project, I have also included in this table the wholesale power rates 
to local publicly owned electric utilities in Tennessee, Oregon, and Washing- 
ton. You will note that the rates in the northeast area are 3 or 4 times as high 
as they are in sections of the country where there has been extensive develop- 
ment of low-cost hydroelectric power. 

As further evidence of the interest of our members in this project, I would 
like to call to your committee’s attention exhibit A which was inserted as a 
part of my testimony on April 14, 1954, before the Senate Public Works Com- 
mittee in connection with hearings on various bills regarding the redevelop- 
ment of Niagara Falls. This exhibit, which appears on page 351 of the hearings, 
indicates that there are 52 municipally owned electric systems in New York 
State, 40 in Pennsylvania, and 74 in Ohio, within economic transmission dis- 
tance of the project. Altogether, therefore, there are a total of 166 municipally 
owned electric utilities which are potential wholesale customers of Niagara 
power. 

In 1948, the latest year for which complete information of this type is avail- 
able from the Federal Power Commission, the total sales of the municipally 
owned electric utilities in New York, Pennsylvania and Ohio within economic 
transmission distance of Niagara Falls were 1,153,405,123 kilowatt-hours. Since 
that time, the national average sales of electric power have increased some 
70 percent, and if the 1948 sales of the municipally owned utilities are projected 
by this amount, I believe we can safely assume that their present sales are in 
the order of 1,647 million kilowatt-hours. 

It would be unsafe to assume that all of the municipally owned utilities within 
economic transmission distance of Niagara Falls would take all of their power 
requirements from the Niagara Falls project, if such power were available, but 
even assuming that a major portion of their requirements came from this source, 
I believe it can readily be seen that the municipally owned utilities constitute 
a substantial potential market for Niagara power. 

It is this market for a badly needed source of low-cost power, plus the other 
considerations which are at stake, which have resulted in the interest of our 
association in this problem over a period of many years. For your further 
information on this point, I am appending, as exhibit B, a copy of resolution 
No. 23 which was adopted on May 5, 1955, at our annual convention in Jackson- 
ville, Fla. Our association, in this resolution, specifically endorsed S. 1823 by 
Senator Lehman and H. R. 5878 by Congressman Davidson. I would therefore 
like to discuss briefly our views on the various bills presently before your com- 
mittee and indicate why we have specifically endorsed the Lehman-Davidson 
bill. 

H. R. 5377 by Congressman Radwan provides for development of this project 
by the Army Corps of Engineers, with determination of the power marketing 
to be made at a later date. Various bills in the past have proposed initial 
development by the Corps of Engineers, with opportunity for the State of New 
York to take over the project ultimately, and while we would not necessarily 
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object to such a course within itself, we do firmly believe that some disposition 
should be made of power marketing at the time of authorization of the project. 
This procedure is followed in all other Corps of Engineers or Bureau of Reclama- 
tion projects, and to deviate from this course at the present time would be a 
serious departure from precedent. The matter of power marketing is too im- 
portant to the overall consideration of this project to leave this question to later 
determination. 

With regard to S. 6 by Senator Capehart, H. R. 142 by Congressman Miller 
and H. R. 420 by Congressman Dondero, all of these bills would have the effect 
of turning over this resource, for development, to five private power companies 
in the area. In addition to other disadvantages of such a course, the construc- 
tion of this project by the private power companies would be contrary to pro- 
visions of the New York Power Authority Act. It would also be contrary to 
the policies advocated by all of New York’s governors, except one, for the past 
D0 years, and contrary to the party platforms of the 2 major political parties 
of the State. 

Moreover, private utility development would result in higher cost for this 
power than would be the case under public development, and by infusing all of 
this power into the private power company systems, it is highly doubtful 
whether the development of the project in this manner would result in any 
substantial rate reductions for the electric consumers of the area. 

In view of the fact that extensive testimony has already been given before 
your committee in opposition to these bills providing for private utility de 
velopment. I will not dwell on them further at this time, but would like to 
focus attention on the differences between the Buckley bill (H. R. 5706) and 
the Lehman-Davidson bill. 

30th the Buckley and the Lehman-Davidson bills provide for development of 
this project by the New York State Power Authority—a course which we ap- 
prove. However, the essential difference between these two bills is in the so- 
called preference or consumer safeguard provisions. 

Your committee, of course, is well aware of the fact that the Congress, since 
1906, has been following a policy of providing a preference to local public agencies 
and rural electric cooperatives in the marketing of power produced from Federal 
water-resource projects. Since such a policy was first adopted almost 50 years 
ago, it has been reaffirmed and strengthened by the Congress on 13 different occa- 
sions, under both Republican and Democratic Congresses. Such a policy there- 
fore obviously has enjoyed bipartisan support. Moreover, it is a policy which 
has been found essential if the benefits of projects built by public agencies, from 
public resources, are to accrue most directly to the public at large. 

The success and wisdom of this policy have been demonstrated by history. Not 
only has such a policy prevented private exploitation of public resources, but, 
from a positive standpoint, it has resulted in the lowering of electric rates to 
consumers served by publicly and cooperatively owned electric utilities, as well 
as to consumers of adjacent private power companies. In short, the advantage 
of this policy is that it has provided a yardstick, or a measure of competition. 
which is essential to the conduct of an industry characterized by necessarily 
monopolistic conditions, insofar as sales in a given locality are concerned. 

Our major concern with the Buckley bill is in section 2, which provides that 
in contracting for the disposition of project power, “States, counties, and munici- 
palities, including their agencies or instrumentalities, cooperative or other organ- 
izations not organized or administered for profit but primarily for the purpose 
of supplying electric energy to their members as nearly as possible at cost, the 
Department of Defense, and other agencies shall be afforded an opportunity to 
purchase as much of the power available as they use economically and prac- 
tically * * *.” 

Our interpretation of this provision is that the sales to the public and coopera- 
tive agencies are a matter of discretion of the New York State Power Authority 

In contrast, section 2, paragraph (b) (1) of the Lehman-Davidson bill, specifi- 
cally provides that the New York Power Authority shall, “give equal preference 
for the purchase of such power to (i) counties and municipalities, including 
their agencies or instrumentalities, (ii) departments, agencies, and instru- 
mentalities of New York State, (iii) rural electric cooperatives not organized 
or administered for profit but primarily for the purpose of supplying electric 
energy to their members as nearly as possible at cost; and (iv) the defense 
agencies of the United States.” 

The preference provision of the Lehman-Davidson bill, in contrast to the 
aforementioned section of the Buckley bill, is completely in harmony, there- 
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fore, with the traditional power marketing principles long sponsored by the 
Congress. 

The fundamental importance of these preference conditions to the securing 
of an adequate supply of power by the municipal utilities and rural electric 
cooperatives is highlighted by the experience in connection with the marketing 
of St. Lawrence power. In the absence of such a preference condition with 
regard to the St. Lawrence project, and despite the fact that the Power 
Authority Act of New York states that municipalities shall secure a “reasnn- 
able share” of the power generated at this project, the present indication» 
are that the municipal utilities and rural electric cooperatives will receive little 
of this power. The basis for this statement is that during the hearings before 
a Federal Power Commission examiner on the St. Lawrence project in Decem- 
ber 1952 (see p. 825 of transcript), the then chairman of the authority stated 
that he could not assure the municipal utilities that they would obtain as little 
as 10 percent of the output of the St. Lawrence power. More recently, the 
authority has approved, as its first contract, the sale of about one-third of the 
power to a single industrial customer. 

We strongly feel, therefore, that a preference clause such as is contained 
in the Lehman-Davidson bill is absolutely essential if the power from this public 
resource is to be marketed in accordance with long-established principles which 
are in the public interest. 

There is one corollary provision of the Buckley and Lehman-Davidson bills 
that is of equal importance. That is the section of the respective bills dealing 
with the transmission of power. 

If the preference to public agencies and rural electric cooperatives is to be 
meaningful, the marketing agency must have ample authority to transmit power 
to these customers either by construction of its own transmission lines, where 
economically feasible, or by negotiating wheeling or other similar arrangements 
with companies or agencies owning existing transmission lines that may be ade- 
quate to carry excess power. 

This authority is of the utmost importance, for the small and isolated munici- 
pally owned electric utilities and rural electric cooperatives, each serving a 
relatively restricted area, either do not have the legal authority or the financial 
resources to construct transmission lines from the project to their load centers. 

It is therefore necessary for the marketing agency, in this case the New York 
Power Authority, to have ample authority to transmit power to the municipal 
utilities and rural electric cooperatives. In this respect, we find a much more 
specific and direct approach in the Lehman-Davidson bill than is the case in the 
Buckley bill. 

To recapitulate, therefore, we feel that a specific and enforceable preference 
condition, under public development, is essential to any plan for redevelopment 
of the power potential of Niagara Falls. The area to be served by this project 
has rates that are among the highest in the Nation, and unless a preference is 
required in the marketing of power from this project, no effective yardstick 
will be established and the competitive pressure of the municipal utilities and 
rural electric cooperatives will not be exercised sufficiently to reduce rates 
generally in the area. 

We therefore urgently request your committee and the Congress to approve 
the Lehman-Davidson bill, as the only legislation which would accomplish this 
purpose. 


Exutsir A 


Average cost of purchased power to class A and B municipalities and other 
local publicly owned electric utilities" 


Cents per Cents per 
kilowatt-hour kilowatt-hour 
New England area____...______- B. OB) Odeptecis ctngehosclian seesius 0. 30 
Now Wark, luvebaiie lie ei OT | Desthotees. ona adi ks eld . 44 
Pennsylvania—_ iui ik 2:88 \ Washingtowm lcs, 2k aul es . 34 
ORGGi: in Sees. wince 1. 74 


; oo Statistics of Electric Utilities in the United States, 1952, Public Owned (FPC 
S-108). 


1Class A and B utilities are those having gross annual electric revenues in excess of 
$250,000 a year. 
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ExHIBIT B 
RESOLUTION No. 23, NIAGARA FALLS 


Whereas Congress is considering various bills to permit increased use of the 
power potential of Niagara Falls to the extent of 1,300,000 kilowatts; and 

Whereas several proposals would turn over this valuable resource to private 
monopoly, or otherwise would not make adequate provision for insuring for the 
electric consumers of the area the benefits of low cost power ; and 

Whereas the area which would be served by the Niagara Falls power now has 
electric rates which are among the highest in the United States ; and 

Whereas adequate provisions for development by a public agency, together 
with marketing of the power under the traditional public and cooperative agency 
preference conditions, are contained at the present time only in Senate bill 1828 
and the companion House bill 5878: Now, therefore, be it 

Resolwed, That the American Public Power Association endorses 8S. 1823 and 
H. R. 5878 and urges their enactment by the Congress. 

(Adopted May 13, 1955, by the American Public Power Association convention, 
Jacksonville, Fla.) 


Mr. Buatnik. Mr. Robert R. Balmer, of the Du Pont Co., vice chair- 
man, committee on conservation of renewable natural resources of the 
National Association of Manufacturers. Mr. Balmer, do you have a 
prepared statement ? 


STATEMENT OF ROBERT BALMER, VICE CHAIRMAN, COMMITTEE 
ON CONSERVATION OF RENEWABLE NATURAL RESOURCES, 
NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Batmer. I do. 

Mr. Buarnix. Could you identify yorself and give the organization 
or association which you speak for and are authorized to speak for, 
and then could you orally give us a summary of the position of that 
association ? 

Mr. Batmer. Yes, sir. Mr. Chairman and members of the commit 
tee, my name is Robert R. Balmer and I am speaking for the National 
Association of Manufacturers. I have a statement here which I would 
like to submit for the record and I can summarize it very briefly. We 
strongly urge that this committee approve legislation which would al 
low private power companies to perform the redevelopment of the 
Niagara River. 

Mr. Buarnix. Thank you very much for your oral presentation. 
Your prepared statement will be made a part of the record at this 
point. 

(The prepared statement of Mr. Balmer is as follows :) 

Mr. Chairman and members of the committee, my name is Robert R. Balmer. 
I am vice chairman of the committee on conservation of renewable natural re- 
sources of the National Association of Manufacturers. I a speaking today for 
that association, which appreciates this opportunity to submit its views with 
respect to the various bills which you have under consideration on the proposed 
Niagara Redevelopment Act of 1955. The NAM is a voluntary organization 
with a membership of approximately 20,000 manufacturing companies. 

The association is vitally interested in the conservation—wise utilization—of 
this country’s renewable natural resources and has a conservation committee 
whose members are a cross section of American industry. Representing as we do 
all types and phases of business, we are constantly alert to the necessity of con- 
tinuing and preserving our free private competitive enterprise system. 

In May of 1952 on the recommendation of the conservation committee, the 
NAM board of directors adopted a policy with respect to the development of the 
electric-power potential of the country. 
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On April 22, 1955, the policy was reviewed and reaffirmed. I should now like 
to quote part of that statement. 

“The rapid encroachment of the Federal Government in the field of electric 
power should be halted. When powerplants are a part of multipurpose develop- 
ments and will contribute to the repayment of Federal funds for other beneficial 
uses, the Federal investment in power-generating facilities should be kept to a 
minimum by having investor capital finance the power facilities to the full 
extent of their willingness and capability. 

The Niagara River redevelopment project, and any other similar project 
proposals, should be left to the investor-owned utility companies. These com- 
panies are able, willing, and have offered to construct all the facilities for the 
production of electric power involved, without drain upon the Federal Treasury 
and by means of properties subject to taxation and under effective local regu- 
lation. We believe that the production and distribution of electric energy to 
the general public is in no sense a responsibility of the Federal Government. 
We further believe that developments by investor-owned electric companies 
are in keeping with the principles of the private enterprise system as opposed 
to Federal controls which inevitably follow the nationalization of energy re- 
sources,” 

Inasmuch as electric power is a major factor in the growth of our economy, 
we are vitally interested in the various proposals for the development of the 
use of the falling waters of the Niagara River. 

Traditionally, the Federal Government has sought to justify its interest in 
the development of the water resources of this country for such purposes as 
reclamation, irrigation, navigation, and flood control. The proposed Niagara 
River redevelopment project is solely for the construction of facilities to pro- 
duce electric power. There are no concomitant benefits. 

The issue confronting this committee is simple and clear cut. It is also 
fundamental. Is the development of electric power in this country to continue 
as a function of private, competitive enterprise under governmental regulation, 
or is it to be socialized? The Niagara redevelopment is solely for power genera- 
tion 

The Government's responsibilities, in our opinion, do not encompass competi- 
tion with its own citizens. Insofar as governmental activity invades the field 
of private enterprise, it threatens the initiative of individuals, which has been 
an inherent objective of our system of government. 

American installations on the Niagara River were pioneered some 60 years 
ago by private enterprise and have made a significant contribution to the 
development of New York State. 

At the present time five privately owned utilities in New York State are 
ready to invest the venture capital necessary to build and operate the addi- 
tional hydroelectric facilities under plans to be approved by the Federal Power 
Commission to make full and complete use of the waterpower. 

The proposed private projects now under consideration would pay to the 
Federal Government over $20 million in taxes; whereas, if the Government 
operated these facilities there would be no revenue from taxes at all. In addi- 
tion, investors in securities issued to finance this proposed project would pay 
Federal and State taxes on their dividend and interest income. The hidden 
deficits resulting almost inescapably from Government-operated business com- 
peting with private business are always paid by the taxpayer. 

The money aspect is particularly important in view of the need for a reduced 
balanced budget in order to eliminate inflationary pressures and permit tax 
reduction which, in turn, would stimulate the flow of venture capital, thereby 
increasing new job opportunities. 

The development of this power potential by private companies would be 
adequately protected by existing Federal and State agencies and regulations ; 
whereas, under Government operation no such comprehensive regulation would 
exist, and a profit and loss sheet would not be required. 

Some have argued that the scenic beauty of the Niagara would be impaired 
by private development, but this is without foundation as the responsibility for 
the preservation of the scenic beauty rests with the International Joint Com- 
mission representing the United States and Canada. 

Therefore, we strongly urge that this committee approve legislation which 
would allow private power company redevelopment of the Niagara River. 


‘ 


Mr. Briatnrx. Mr. James E. Finke, director of research of the 
Citizens Public Expenditure Survey, Inc. Will you please identify 
yourself and name your organization for the record, Mr. Finke? 
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STATEMENT OF JAMES E. FINKE, DIRECTOR OF RESEARCH, CITIZENS 
PUBLIC EXPENDITURE SURVEY, INC. 


Mr. Finxe. Mr. Chairman and members of the committee, my name 
is James E. Finke. I am director of research for the Citizens Public 
Expenditure Survey, Inc., a taxpayers’ organization with member- 
me throughout the State of New York. 

n compliance with your request to save time, I would like to submit 
my prepared statement and briefly summarize it in less than 1 minute 
at this time. 

I would like to state to the committee that the Citizens Public 
Expenditure Survey, Inc., is a taxpayers’ organization and views this 
question of public versus private power development of the Niagara 
River through the eyes of the individual taxpayer and homeowner 
and the businesses of all kinds subject to general taxation in the State 
of New York. 

Development of the Niagara power project by a tax-exempt Govern- 
ment agency would increase the tax burden on business and home- 
owners in New York State. The argument for Government develop- 
ment of the Niagara project is that electric power produced at Niagara 
by a Government agency could be sold to consumers at less than the 
cost of the same power produced under private management, since 
the Government power would be tax exempt and private business 
would have to pay the taxes that the Government operated business 
would not pay. 

Obviously, the financial needs of local, State, and Federal Govern- 
ment must be met. Tax exemption for certain activities or groups 
of taxpayers does not reduce the total tax load. It merely redistributes 
the taxes over a narrower tax base. Tax exemption for Government- 
produced power at Niagara would shift the taxes on a proper part of 
the cost of producing that power to other businesses and individual 
taxpayers. In that shifting of local, State, and Federal taxes, tax 
inequities would be perpetrated. ‘The tax component of the cost of 
producing electric power would be levied on taxpayers in proportion 
to their liability for the payment of other taxes, rather than in pro- 
portion to the electric power they consume. 

We are opposed to those inequities in the distribution of the tax 
load. The Citizens Public Expenditure Survey, therefore, strongly 
recommends development of the Niagara power project by private, 
taxpaying business. 

Mr. Buatnix. Thank you very much, Mr. Finke. Without objec- 
tion, your prepared statement will be made a part of the record. 

(The prepared statement of Mr. Finke is as follows :) 

My name is James E. Finke. I am director of research for the Citizens Public 
Expenditure Survey, Inc., a taxpayers’ organization with membership through- 
out the State of New York. 

Taxpayers in New York State have a tremendous stake in the decision whether 
taxpaying business or a tax-exempt government agency is to develop and operate 
electric-power-producing installations on the Niagara River. 

The argument for government development is that electric power produced at 
Niagara by a government-owned and operated powerplant could be sold to con- 
sumers at less than the cost of the same power produced in the same plant under 


private business management. The explanation given is that a government- 
owned plant would not pay taxes. 


Who, then, would have to pay the taxes that the government-operated business 
would not pay? Obviously, the financial needs of local, State, and Federal Gov- 
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ernment must be met. Tax exemption for certain activities or groups of tax- 
payers does not reduce the total tax load. It merely redistributes the taxes 
over a narrower tax base. 

What the consumer of electric power would save, if anything, in lower power 
rates would have to be made up in higher taxes elsewhere in the tax structure. 

Local governmental units in New York State derive the greatest part of their 
locally raised tax revenue from the real property tax. In fact, real property 
is the only source of locally raised tax revenue in nearly all of the approximately 
8,000 local tax jurisdictions in the State and is the largest single tax source in 
the total State and local tax structure. 

From 1930 to 1954 the valuation of taxable property in New York State in- 
creased $3.4 billion, or 11.5 percent, from $29.5 billion to $32.9 billion. Tax- 
exempt property during the same period increased $3.8 billion, or 56.7 percent, 
from $6.7 billion to $10.5 billion. Nearly one-quarter of all real property in the 
State is now exempt from taxation. 

The trend toward tax exemption for an increasing proportion of the real 
property valuation in the State threatens to continue. Federal, State, and munici- 
pal public buildings, hospitals, other institutions, schools, and public housing 
projects under expanded Stated and Federal public housing programs require 
municipal services and add to local governmental costs while enjoying exemp- 
tion from the local property tax. The revenue requirements of our municipal- 
ities and school districts will continue to increase for the foreseeable future. 

Are we now to have business enterprises kept off the local property tax rolls 
through government ownership and operation? Where, then, will our localities 
get the money for support of schools and local government services? They cannot 
continue indefinitely to increase tax rates on the remaining taxable property. 

Furthermore, shifting the taxes escaped by government-owned electric power 
property to other real property perpetrates an inequity. The share of real prop- 
erty taxes which are a proper part of the cost of producing electric power right- 
fully should be levied in proportion to the use made of electric power. It would 
be levied, through that shifting, on owners of taxable property in proportion to 
the valuation of their property rather than in proportion to their consumption of 
electric power. 

The vacant lot on which no electricity is used would be taxed for that cost. 
The cost would be apportioned between residential and business property acecord- 
ing to their relative proportions of the total assessed valuation rather than ac- 
cording to the quantities of electric power consumed. The industrial process 
employing great quantities of electric power would be, in effect, subsidized at the 
expense of the business activities and individual households that use electricity 
chiefly or solely for lighting purposes. 

Concern for this question of the shifting of taxes and its resulting inequities is 
not confined to the locality in which a particular parcel of exempt property is 
situated. 

The State of New York distributes State aid for support of public schools to its 
localities at the current rate of $352 million a year. Under the formula for dis- 
tribution of that aid, tax exemption of real property in one locality has the effect 
of increasing the State aid paid to that locality from statewide tax collections. 

Moreover, we believe that, once government ownership has taken over the pro- 
posed additional power development at Niagara, it will not be restricted to the 
operations and areas set forth in the proposals presently under consideration. 

Government development of electric power on the Niagara River would be 
another wedge broadening the inroad of tax-exempt government ownership into 
the field of taxpaying business. 

It is a short step in rationalization to extend the claim of government to power 
rights from the Niagara River to the Mohawk, to the Hudson—to every waterfall 
with power potential the length and breadth of the State. And, with that exten- 
sion, also would come extension of the tax exemption, the tax shifting, and the 
tax inequities to every locality in the State. 

In addition, similar tax shifting and resulting inequities in taxation would 
result in the State and Federal tax structure through exemption from State and 
Federal taxes for a government-owned Niagara power installation. Again, the 
share of taxes which a private business development would pay as a proper part 
of the cost of producing electric power would be shifted to other tax sources. 
Again, the taxpayers would pay that tax cost not in proportion to the electric 
power they consumed but by the measure of their liability for the payment of 
other taxes. 

















share the tax load. 


We believe, however, that inequities created in our State and local tax strue- 
ture through government ownership of the Niagara power development would 
repel more business activities than any possible lowering of electric power rates 
through tax exemption could attract. 

The Citizens Public Expenditure Survey, therefore, strongly endorses the de- 
velopment and operation of the electric power project at Niagara Falls by private 
business and urges enactment by the Congress of a bill to accomplish that 


purpose. 


Mr. Buatntk. The next witness will be Mr. Angus McDonald, of 
the National Farmers Union. 


tion. Thank you. 


Mr. Brarntx. Thank you very much, Mr. McDonald. Your com- 
plete statement shall be included at this point in the record. 
(The prepared statement of Mr. McDonald is as follows:) 


Mr. Chairman and members of the Committee; I am appearing here in regard 
to the development of the Niagara River for power and other purposes on behalf 
of the 700,000 members of the National Farmers Union, who reside mainly in 
the Great Plains area and the Missouri and Arkansas River Valleys. First, I 
wonld like to present the historic position of my organization as represented by 
resolutions adopted over the vears by local, county, State, and national conven- 


tions, particularly 


convention held in Denver, Colo., March 15-19, 1954. 

The historic policy of the National Farmers Union follows in general the 
public power policies first initiated in the administration of Theodore Roosevelt. 
This policy represented by legislation passed by the Congress during that period 
provided that municipalities should have first call on electric power generated 
at Federal power sites and financed with Federal tax money. The theory, I 
believe, behind such legislation was that these great water and power sites were 
owned by all the people and that development should be for the benefit of as 
many people as possible and should not redound to the private advantage of any 


small group. 


Over the years this principle was spelled out in a statute, commonly referred 
to as the preference clause. 
really an owner’s right and that the word “preference” is a misnomer. 
ent with the preference principle, cooperatives have been considered by the Con- 
gress to be preference customers. The preference clause appears in all or nearly 
all of the Federal acts authorizing Federal hydroelectric projects and programs. 

Existence of the preference clause, building of public-power projects and loan 
funds for rural electric cooperatives have been uniformly opposed by the private 
power companies. They opposed the REA in the early stages of the program, 
telling Congress that farmers did not need, did not want, or could not pay for 
electricity. At that time, electric power rates were so high that actually few 
farmers could afford to use power on their farms. Fortunately, the efforts of the 
private power companies were unsuccessful. 

The rural electrification program went full steam ahead and today 91 percent 
of all American farms are electrified, whereas, when the program started only 

Consumption of electric power per farm has also been in- 


10 percent were. 
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The State of New York is currently engaged in a campaign to make our State 
more attractive to business and industrial growth. The taxpayers in the State 
of New York applaud that campaign. We need more, not fewer, taxpayers to 


STATEMENT OF ANGUS McDONALD, ASSISTANT LEGISLATIVE 
SECRETARY, NATIONAL FARMERS UNION 


Mr. McDonatrp. Mr. Chairman and members of the committee, my 
name is Angus McDonald. I am assistant legislative secretary of the 
National Farmers Union. I have a prepared statement which I should 
like permission to file for the record. I think it will suffice to say that 
we are appearing here in support of the Davidson-Lehman bill and 
that our views are in substantial agreement with those expressed by the 
American Public Power Association and the Rural Electric Associa- 


those 
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T would like to suggest that the preference clause is 
Consist- 
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creasing. It is estimated that rural needs have been doubling about every + 
years. The consumption of electricity by people in cities and by industry 
has also been increasing at a terriffe rate. The widespread use and heavy vol- 
ume of electric power has been made possible not only by the additional power 
which was produced by the Federal Government and distributed by Federal 
agencies and cooperatives but because the private utilities have been forced, 
in order to meet competition, to lower their rates. 

Actually, cooperatives use a very small percentage of federally generated elec- 
tric power, and the Federal Government only produces about 12 percent of our 
power, but this small proportion of total electric power produced in the United 
States has provided a yardstick which measures accurately how much it costs 
actually to produce electric power on a large scale. It is felt by some that the 
prosperity of the private utilities is largely due to the distribution of low-cost 
power. Of course, when the electric power industry prospers, other industries 
prosper also. Low-cost power has made possible the sale of millions of electric 
appliances and has been in part responsible for the general prosperity of the 
last few years. 

Our understanding is that New England and the northeastern area have lagged 
behind the general prosperity of the country over the years. Perhaps a con- 
tributing factor to this economic lag is the fact that power rates in these areas 
are a great deal higher than electric power rates in other areas where the Fed- 
eral Government generates and distributes wholesale power. 

In his annual message to the New York State Legislature in 1951, Governor 
Dewey said: 

“* * * The average cost of electricity to New York residential consumers dur- 
ing 1949 was 22 percent above the national average. The New York cost 170 per- 
cent higher than the State of Washington; 146 percent higher than in Oregon; 
and 132 percent higher than in Tennessee. * * * 

“* * * In New York State as a whole the average use was 22 percent below 
the national average and we are 80 percent lower than the State of Washington. 
Because our plans for low-cost power have been successfully obstructed, New 
York’s people have been denied many of the benefits of the age of electricity.” 

Applying the preference principle in the distribution of Niagara Falls power 
will not, according to our information, deprive any electric power consumer of 
the benefits of power from the project. There are about 125 municipalities and 
40 rural electric cooperatives in the area to be served by the Niagara project 
which would qualify as preference customers. 

The cooperatives use 15,851,868 kilowatts a year. The municipalities use 
939,065,399 kilowatts a year. Niagara Falls will produce about 7,884 million 
kilowatts a year. It is seen that if all cooperatives and all municipalities quali- 
fying as preference customers had their present sources of electric power cut 
off, which is extremely unlikely, and called on Niagara Falls for all their power, 
they would use less than one-seventh of it. 

It is estimated that if the St. Lawrence project is taken into consideration, 
preference customers, if they demand an amount of power equivalent to the 
present consumption, would take something less than 10 percent of the amount 
of power to be generated at Niagara Falls. Industrial, rural and urban con- 
sumers who are served by private power companies will be entitled, if we in- 
terpret the so-called New York State preference rule correctly, to this 80 percent. 

While it may be argued that the Farmers Union has no direct interest in the 
Niagara Falls project, as indicated above we feel that legislation authorizing 
Niagara which does not contain the preference clause will be followed by similar 
bills affecting regions where we have substantial membership. Actually, the 
attempt of the utilities to reverse public power policy is evident in every fight 
revolving around legislation authorizing the building of hydroelectric and steam 
plant electric projects all over the United States. We see a pattern which has 
already developed in the Southwest power region, in the Southeast, in the 
Missouri Valley, in the Northwest, and in other areas where public-power projects 
or public-power sites exist. 

We believe in the public power policy which includes not only a preference 
clause but a responsibility of the Federal Government to build necessary trans- 
mission lines to bring the power from the dam to the main points of distribution. 
We believe that such a policy is not only in the interest of the members of rural 
electric cooperatives and of city users of electricity, but that it is in the interest 
of business and of national defense and of the private power industry itself. 
We would regret it if policies endorsed by both political parties and carried out 
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over a period of years were reversed, particularly during this period of severe 
price decline income on the farm and rising unemployment in cities. 

Finally, we urge the committee to seriously consider H. R. 5878, introduced by 
Mr. Davidson, and identical with S. 1823, introduced by Mr. Lehman. This bill 
adequately protects cooperatives and municipalities in accordance with the 
preference principle and insures in general the rights of consumers in regard to 
low-cost power generated at the Niagara River project. 

We urge the committee to disapprove other legislation which does not ade- 
quately protect consumers. We especially urge the disapproval of legislation 
which would turn over the power project to private power companies. We call 
attention to part of the power resolutions adopted at our recent convention, 
which are as follows: 

“RESOLUTION No, 28 


“(a) * * * we favor the following principles: 

“(1) Establishment by Congress of the principle of Federal utility responsi- 
bility for that portion of regional power supply required to meet the expanding 
needs of present or future nonprofit electric systems and to support sound ex- 
pansion of the regional economy. 

“(2) Legal provisions requiring that preference be given to public and co- 
operative nonprofit agencies in sale of wholesale energy produced by Federal 
projects must not be impaired. 

“(3) Establishment by Congress of regional development agencies which will 
recognize hydroelectric development as a primary objective of multiple-purpose 
river-basin programs, but will also provide for the optimum conservation and 
development of all values, including flood control, navigation, irrigation, recre- 
ation, and others * * *. 

. * . a a ” e 


“(5) Limitation on the discretion of the Federal Power Commission to grant 
licenses for private development wherever they conflict with a Federal program. 
“(b) * * * Weare opposed to the following: 
* » * * * * 7 


““(11) The proposed give-away of Niagara Falls to five power companies, and 
the licensing of a New York State development on the St. Lawrence River without 
provision for preference to public and cooperative bodies. 

“(17) Wrecking sound conservation of the past 50 years by removing the 
Federal Government from responsibility for full multiple purpose development 
of the Nation’s river basins. 

* * * * ob o’ * 


“(f) The cause of the Central Valley of California, the New York-New England 
area, Hells Canyon, the Columbia Basin, the Tennessee Valley, the upper Colorado 
including Echo Park, the Missouri, the Southwest, the Southeast, and other 
areas is each the cause of every one of us. Assurance of the continuation of the 
REA program in all areas, including an adequate and expanding generation and 
transmission program for the future, is also the cause of all of us. 

“(g) Our Congressmen and Senators must be urged to support Federal 
development programs in every area. They must be judged on across-the-board 
support of a total national program and not on their votes on local projects 
alone.” 


Mr. Buatrnrx. Without objection, at this point in the record there 
will be included a telegram from the Steuben Rural Electric Coopera- 
tive, Inc., of Bath, N. Y.; a letter from Joseph H. Long of the 
Pennsylvania Municipal Utilities Association, and a telegram from 
William E. Miller, Member of Congress. 

(The telegram from the Steuben Rural Electric Cooperative, Inc., 
to Congressman Buckley is as follows :) 

JUNE 8, 1955. 
Congressman BUCKLEY, 


Chairman, House Public Works Committee, 
House Office Building, Washington, D. C.: 


Understand hearings on proposed Niagara legislation are underway this week. 
The Steuben Rural Electric Cooperative of Bath, N. Y., wishes to be placed on 
record as favoring the Lehman-Davidson type of legislation. We believe that 
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the safeguards for the marketing of power that are included in the Lehman- 
Davidson bill will achieve the ultimate result of bringing the benefits of this 
power to the people as consumers. 
STEUBEN RURAL ELectric CooPeRATIVE, INC. 
Leo Dickson, President. 


(The letter from Joseph H. Long of the Pennsylvania Municipal 
Utilities Association to Congressman Buckley is as follows:) 


PENNSYLVANIA MUNICIPAL UTILITIES ASSOCIATION, 
St. Clair, Pa., June 7, 1955. 
Hon. CHARLES BUCKLEY, 
House of Representatives, Washington 25, D.C. 

DEAR CONGRESSMAN : On June 8, 9, and 10, 1955, you will hold hearings on the 
marketing of power from the Niagara project. Will you please read the follow- 
ing into the record: 

1. The Pennsylvania Municipal Utilities Association represents the 40 munici- 
pal power systems in the Commonwealth of Pennsylvania. 

2. These 40 power systems are within the feasible marketing area of the 
Niagara project. 

3. Section 5 of the Power Authority Act states that development of the St. 
Lawrence and Niagara projects “shall be considered primarily as for the benefit 
of the people of the State as a whole and particularly the domestic and rural 
consumers” and that “sale for and use by industry shall be a secondary pur- 
pose. 

4. The Pennsylvania Municipal Utilities Association is unalterably opposed to 
any marketing policy until an overall plan can be proposed to make power avail- 
able for the benefit of the people of the State as a whole and particularly the 
domestic and rural consumers. 

5. That a preference to publicly and cooperatively owned electric power sys- 
tems be a primary part of the marketing policy. 

Sincerely yours, 
JOSEPH H. Lone, Secretary-Treasurer. 


(The telegram from the Honorable William E. Miller, Member of 
Congress from the State of New York, to Congressman Buckley is 
as follows:) 


Hon. CHARLES A. BUCKLEY, 
Chairman, House Committee on Public Works, 
New House Office Building, Washington, D. C.: 

In reply to Governor Harriman’s telegram to you, the record should be made 
clear that there is no long established policy in New York State for State de- 
velopment of power at the Niagara River. The New York Power Authority law 
on its face establishes the fact that it was not amended to include the Niagara 
River until 1951, which was an afterthought as a result of the current threat of 
a Federal development. The telegram from the western New York legislators, 
already in the record, confirms the reasons for the enactment of the 1951 amend- 
ment. Governor Harriman can refer only to the St. Lawrence River when he 
refers to the 1981 statute. 

The record of the hearings of last year contains the opinion of the eminent 
constitutional lawyer, the late John W. Davis, to the effect that the Supreme 
Court opinion referred to by Governor Harriman has nothing to do with the 
constitutionality of the Miller-Dondero bills. Even Senator Lehman concedes 
the fact that the Congress and only the Congress has the power to decide who 
shall undertake the development in the Niagara River. In any event, in view 
of Robert Moses’ threat to sabotage prompt development through endless litiga- 
tion, it should be made clear that that question could be determined in a matter 
of months following the enactment of the Miller-Dondero bill through the con- 
vening of a statutory three-judge court as is now and has been provided for in 
the law whenever the constitutionality of an act of Congress is questioned. 
That question would be determined before the termination of the hearings before 
the Federal Power Commission in respect to the application for a license. 

Contrary to Mr. Harriman’s idea, the record should be made clear that the 
St. Lawrence River and the Niagara River are not the same river. They are 
250 miles apart and separated by 9,000 square miles of water in Lake Ontario. 
Witti1aM E, Miter, Member of Congress. 
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Mr. Buarnik. Are there any further witnesses who desire to insert 
a statement for the record ¢ ; | 
(The following statements were received for the record :) 


AMERICAN FARM BUREAU FEDERATION, 
Washington 4, D.C. June 10, 1955 


Re Development of hydroelectric power at Niagara Falls 


Hon. CHartes A. BUCKLEY, 
Chairman, House Committee on Public Works, 
House Office Building, Washington, D.C. 

Dear Mr. Buckitey: The American Farm Bureau Federation respectfully rec 
ommends the approval of H. R. 142, to provide for private development of the 
power resources of Niagara Falls. 

Our recommendation on this issue is based upon a policy relating to public 
power unanimously adopted at our most recent annual meeting by the official 
voting delegates of the member State Farm Bureaus, as follows: 

“The production, transmission, and distribution of power should be primarily 
a function of private enterprise, either cooperative, or noncooperative. The 
entry of the Federal Government into the power business should be restricted to 
those instances where adequate development cannot be had otherwise.” 

It will be appreciated if you will include this letter in the hearing record 

Very sincerely, 
MATT TRIGGS, 
Assistant Legislative Director 


MEMORANDUM (1) IN SUPPORT OF CONSTITUTIONALITY OF MILLER-DONDERO BILLS 
(H. R. 142 anno 420) AUTHORIZING PRIVATE ENTERPRISE TO DEVELOP FURTHER 
THE NIAGARA RIVER FOR POWER PURPOSES, AND (2) IN ANSWER TO ERRONEOUS 
ASSERTIONS MADE BY MR. MOSES, CHAIRMAN OF THE NEW YORK STATE POWER 
AuTHOoRITY, AND His COUNSEL AT HEARING OF JUNE 9, 1955, Berore Com 
MITTEE ON PUBLIC WoRKS, HOUSE OF REPRESENTATIVES, WITH REFERENCE TO 
RIGHTS FOR DEVELOPMENT OF ADDITIONAL WATER POWER AT NIAGARA FALLS 


Enactment of the Miller-Dondero bills (H. R. 142 and 420) authorizing private 
enterprise to develop additional hydroelectric power facilities at Niagara Falls 
would be constitutional and successfully withstand any attack in the courts. 
The late John W. Davis, eminent constitutional lawyer, has so found in a formal 
opinion (see pp. 493-494 of hearings before Committee on Public Works, U. 8. 
Senate, 83d Cong., 2d sess., on the Niagara bills). Mr. Davis, incidentally, argued 
successfully for the company in Federal Power Commission v. Niagara Mohawk 
Power Corporation (347 U. 8S. 239 (1954)), where the validity of certain of 
Niagara Mohawk’s water rights was upheld by the United States Supreme 
Court. 

It is well established that navigable waters of the United States are subject 
to Federal control in the broad regulation of commerce vested in the Federal 
Government; and there can be no doubt that the Federal Government possesses 
the power to control the diversion of such waters for power purposes. U. S. 
ippalachian Electric Power Co. (311 U. 8. 377). In vesting such control in 
the Federal Government, the commerce clause draws no distinction between 
inland waters and waters of an international stream. The necessity for inter- 
national agreement in the case of international waters cannot impair Federal 
control over the domestic use of the share of the United States. By the rider 
to the 1950 treaty there was simply withdrawn from the Federal Power Com- 
mission the power previously delegated to it by the Congress to license for 
power purposes the use of the additional water diversions permitted by the 
treaty. 

Neither the State of New York nor any agency created by New York State 
legislative enactment can in any way control the flow of the Niagara River for 
scenic or power diversion purposes as against regulation therefor by the United 
States. 

Nevertheless, representations have been made to the Committee on Public 
Works, House of Representatives, by Mr. Moses, chairman of the New York 
State Power Authority, that many years of litigation will result if Congress 
designates private enterprise as the agent to make the additional Niagara River 
power development instead of the New York State Power Authority or some 
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person who might be licensed under the Federal Power Act by the Federa! 
Power Commission should Congress abdicate the power it reserved to itself by 
the treaty rider. 

This memorandum shows in necessary detail that private enterprise may 
lawfully make the development if so authorized by law through enactment of 
the Miller-Dondero bills now before the committee for consideration. It is also 
demonstrated below that, in any event, the constitutionality of such legislation 
may be determined by the United States Supreme Court in a matter of months 
following its enactment. 

Niagara Mohawk Power Corp. now diverts 32,500 cubic feet per second of 
water from the Niagara River for power purposes in its existing plants with 
the full knowledge and acquiescence of the State of New York. The State, 
through its water power and control commission, in extended litigation some 
years ago did unsuccessfully seek to enjoin a portion of this diversion. See 
Water Power and Control Commission v. Niagara Falls Power Company (289 
N. Y. 353 (1942)). In that case the New York Court of Appeals expressly held 
that the company had some “ ‘right lawfully and previously acquired’, with 
the State’s consent to divert water from the Niagara River for power pur- 
poses.” This is the case to which Judge Poletti erroneously referred in his 
remarks before the committee at transcript 106 as establishing again in the 
State of New York the ownership to the bed of the river and the ownership to 
that water. Actually the court said: 

“* * * we make no determination as to the particular nature and extent of 
defendant’s rights or privileges as acquired from the State or as riparian owner, 
or as to the effect thereon of the State’s reserved right to control, regulate or 
license through appropriate legislation, the diversion of water from the Niagara 
River at and near Niagara Falls.” 

Attention of the committee is directed to Niagara Falls Power Company v 
Water Power and Control Commission (267 N. Y. 265 (1935)). In that case the 
New York Court of Appeals upheld a determination of the water power and 
control commission fixing a “rental” at the rate of $5 per horsepower-year for 
power developed from 500 out of the 20,000 cubic feet per second then being 
diverted from the Niagara River. Significantly, as respects Federal authority 
with respect to diversion of water from the Niagara River, the Court stated: 

“The Niagara River being navigable in part is thus navigable in whole, so 
far as the control of the river for purposes of commerce and navigation is con- 
cerned. It must be conceded that Congress has the right to control and regu- 
late the use of water in the Niagara River and may make such rules and regu- 
lations as it may deem necessary in the case” (p. 270). 

Mr. Moses, as chairman of the New York State Power Authority, threatens 
interminable litigation if Niagara Mohawk and its associated companies con- 
strnet and operate new and additional hydroelectric power facilities at Niagara 
Falls under Federal license (Tr. 76, 81) if Congress passes a private enterprise 
bill granting such authorization. He, in effect, asserts that the Federal Goy- 
ernment is powerless to enable private enterprise to make the development 
Such assertion is utterly wrong. 

Mr. Moses necessarily coneedes, by his advocacy of the Buckley bill, that it 
lies within the power of Congress to designate some person to make the devel- 
opment and that the new Cevelopment cannot be undertaken without specific 
Federal sanction. He would, however, deny to Congress the right to designate 
private enterprise as the agent to make the additional development by assert- 
ing that the State of New York has inalienable rights to the additional water 
power potential of the Niagara simply because New York is alleged to own “that 
portion of the bed of the Niagara River lying within the United States (Tr. 76) 
His counsel, Judge Poletti, asserts the State also owns “the water flowing over 
that bed” (Tr. 106). We have no quarrel with the assertion that the State owns 
the riverbed. No one, however, not even the State of New York, owns the water 

“* * * While the right to its use, as it flows along in a body, may become a 
property right, yet the water itself, the corpus of the stream, never becomes or, 
in the nature of things, can become, the subject of fixed appropriation or exclu- 
sive dominion, in the sense that property in the water itself can be acquired, or 
become the subject of transmission from one to another. Neither sovereign nor 
subject can acquire anything more than a mere usufructuary right therein, an‘ 
in this case the State never acquired, or could acquire, the ownership of the 
aggregated drops that comprised the mass of flowing water in the lake and out- 
let, thongh it could and did acquire the right to its use.” Sweet v. Syracus: 
(129 N. Y. 316, 335, 27 N. E. 1081, 1084). Sited by the Supreme Court of the 
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United States in Federal Power Commission v. Niagara Mohawk Power Corpo- 
ration (347 U. 8. 239, 247). 

In New York, the right to use the waters of a flowing stream for power pur- 
poses arises by operation ef law as incident to the ownership of the bank and 
is a part of the estate of the riparian owner. (United P. B. Company v. lroquois 
P. & P. Company, 226 N. Y. 38, 46 (1919); Waterford Electric Light, Heat and 
Power Company v. The State of New York, 208 App. Div. 273, 283 (1924) ; 
aff'd without opinion, 239 N. Y. 629 (1925).) Niagara Mohawk, as already 
stated, owns, and has for years owned, all of the riparian lands and all of the 
rights-of-way for the additional hydroelectric development. 

The additional development will not occupy in any respect the bed of the 
Niagara River. The diversion intake and the discharge works and the iand to 
be oceupied by the connecting tunnels will be on land now owned by Niagara 
Mohawk Power Corp. 

Litigation between the Niagara Falls Power Co., predecessor to Niagara 
Mohawk, and the Water Power and Control Commission of the State of New 
York (185 Misc. 696, (1945) ), established, and Niagara Mohawk does not now 
contest, the right of the State in the exercise of its sovereign or “reserve power” 
to exact a “rental” or tax on the diversion of water by Niagara Mohawk from 
the Niagara River for power purposes. This tax power, however, does not 
permit the State to prohibit further diversion for power purposes. 

The Niagara River is admittedly a navigable water of the United States and 
Federal control over the river extends under the commerce clause of the Con- 
stitution to the licensing of any hydroelectric development which would utilize 
the water of the Niagara River. This, as noted above, is the express finding 
of the New York Court of Appeals. 

Instead of permitting the Federal Power Commission, under the Federal Power 
Act, to license an applicant for the additional development, the rider to the 1950 
treaty has expressly reserved directly to the Congress the determination as to 
what person shall make the development. Congress is thus free to select private 
enterprise to make the development even though a State-created agency, the 
New York Power Authority, has recently been given corporate power by the 
State of New York for the same purpose. 

The selection through legislation by Congress of that person will be final and 
effective even as against the State of New York. This has been definitely and 
finally determined by the Supreme Court of the United States in two caves 
involving the licensing of hydroelectric developments under the Federal Power 
Act where in each case the State in which the proposed hydroelectric project 
was to be located asserted that State law forbade the construction and operation 
of the hydroelectric project. In each case the Supreme Court unequivocally ruled 
that the objecting State could not prohibit a licensee of the Federal Government 
from making the development. (See First Iowa Coop. v. Federal Power Com 
mission, 328 U.S. 152, and Federal Power Commission vy. Oregon, No. 367—October 
term 1954, decided only June 6, 1955.) 

Even if New York owns some riparian right necessary to the additional 
hydroelectric development at Niagara Falls, a licensee of the Federal Government 
of a license issued under the Federal Power Act, as the Miller-Dondero bills 
provide, can acquire any necessary State property by condemnation. Even 
Mr. Justice Douglas, who stated in his dissenting opinion in /ederal Power Com 
mission v. Niagara Mohawk Power Corporation (347 U.S. 239, the case referred 
to by Mr. Moses at Tr. 89-81), that “respondent’s (Niagara Mohawk’s) private 
property rights are rooted in State law, subject to the paramount rights of the 
State and Nation” specifically held in his very recent dissenting opinion in 
Federal Power Commission v. Oregon that “Oregon could demand compensation 
for the loss of any waterpower rights it possessed. (See Federal Power Com 
mission v. Niagara Mohawk Power Corporation, 347 U. S. 239, 254-255.) 31 
Oregon could not assert its regulatory powers to defeat the Federal program, 
for the supremacy clause would prevent her.” 

He added, also, “If this were a navigable stream, the authority of the United 
States in the waterpower would be complete without reference to State law 
(United States v. Chandler-Dunbar Co., 229 U. S. 538: United States v. Chicago 
V.. St. P. & P. R. Co., 312 U. S. 592: United States v. Commodore Park. 32 
U. S. 386). In that case, the act authorizes the Commission to proceed, irre- 
spective of the approval of the State where the dam is located.” 

Justice Douglas’ comments above were directed to the licensing by the Fed- 
eral Government of a hydroelectric power project in a navigable river and his 
comment thus specifically covers the Niagara River. 
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Mr. Moses stated to your committee that “I would say the Federal Govern- 
ment has certain rights in all streams which are controlled and administered 
by the Federal Power Commission, and that we are entirely ready to abide by 
the decision of that Commission at Niagara as we have on the St. Lawrence” 
(Tr. 99). 

Mr. Moses’ position as stated to the committee is anomalous. On the one 
hand, he would accept without threat of litigation the determination of the 
Federal Power Commission, which was created by the Congress, to which the 
Congress delegated certain of its own functions, and the existence of which 
the Congress can terminate by legislative enactment. On the other hand, Mr. 
Moses threatens endless litigation to defeat the will of the Congress if the Con- 
gress should determine to withdraw from the Commission for determination by 
the Congress itself, the fundamental policy question underlying the Niagara 
legislation. 

In any event, the litigation which Mr. Moses threatens can be brought to 
the United States Supreme Court speedily for final determination. In matters 
involving the question of the constitutionality of an act of Congress, Congress 
has wisely provided a procedure for expediting litigation. 

Thus, section 1252 of title 28 of the United States Code provides for direct 
appeal to the United States Supreme Court from the judgment of any court 
holding an act of Congress unconstitutional. 

Section 2282 makes provisions for the convening of a three-judge court to 
determine in the first instance applications seeking to enjoin the carrying out 
of a Federal statute for repugnance to the Constitution. 

Section 2284 provides that such cases are given precedence and assigned for 
a hearing at the earliest practicable day. Whether the three-judge court grants 
or denies the injunction, section 1253 makes provision for direct appeal to the 
United States Supreme Court. 

Section 2101 requires that such direct appeal shall be taken within 30 days 
and that the record be made up and docketed within 60 days from the time the 
appeal is taken. 

Accordingly, the 5 or 10 years of litigation which Mr. Moses threatens is gross 
exaggeration. The constitutionality of the Miller-Dondero bills may be finally 
determined by the United States Supreme Court in a matter of months. 

Niagara Mohawk respectfully submits that the Miller-Dondero bills are con- 
stitutional. Niagara Mohawk further submits that no successful attack can 
be made by the State of New York or any of its agencies upon the Miller-Dondero 
bills if enacted. 

Finally, Niagara Mohawk submits that any question as to the constitution- 
ality of the Miller-!.ondero bills could be decided speedily without such impair- 


ment of the publie interest as is threatened by Mr. Moses’ promises of endless 
litigation. 





STATEMENT or H. A. SPALINSKI, CONSULTING ENGINEER, TRENTON, N. J., AND 
WASHINGTON, D. C., ror NIAGARA POWER DEVELOPMENT RY TAXPAYING ENTER- 
PRISE 


Mr. Chairman, and members of the committees, it is my privilege and honor to 
appear before this committee today to represent two corporations. 

To identify myself, I am H. A. Spalinski, consulting engineer, and the presi- 
dent of the U. S. Engineering Corp., Trenton, N. J., and Washington, D. C., and 
the Public Power & Water Corp., Trenton, N. J. My legal residence is 201 
William Street, Trenton, N. J. 

It is my privilege and honor to appear before this honorable Committee on 
Public Works. 

The experience which qualifies me to speak on the various aspects of this matter 
are: a technical education in engineering, University of Leipzig, Germany. I 
actively traveled the territory of northern New York State, becoming familiar 
with various sites of potential waterpower, including those at Massena, N. Y., and 
Niagara Falls, N. Y., and Niagara Falls, Ontario, Canada. 

Mr. Chairman, if you please, it is my privilege to appear before this committee 
today and to offer a lend-lease to the people of the United States by the two 
corporations I represent which will be a savings to the American taxpayers of 
$205 million on the St. Lawrence toll-free seaway and hydroelectric power proj- 
ects and Delaware River navigation project. 

And also, on water supply for New York State, New Jersey, and Pennsylvania, 
the following report has been compiled with the view to a proposing plan to 
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utilize the waters from the St. Lawrence River into the Delaware River for pro 
viding an ample water supply for New York, New Jersey, and Pennsylvania, by 
the U. 8S. Engineering Corp., a taxpaying enterprise. 

Mr. Chairman, if you please, Public Power & Water Corp., a New Jersey cor- 
poration, incorporated for specific purposes, to construct, operate, and finance, a 
toll-free seaway with 3 locks 80 feet wide, 800 feet long, and 30 feet navigable 
depth in the International Rapids Section of the St. Lawrence River on the 
United States side of the boundary. 

The proposed toll-free seaway and hydroelectric power project involving over 
$305 million will be financed and constructed and operated by the above corpora- 
tion for the interest of the United States and world toll-free commerce for the 
national defense and to be controlled by the United States. 

Within the treaties between the United States and Great Britain, Treaties of 
1871, article XXVI of the toll-free commerce to the citizens of the United States, 
shall forever remain free and open for the purposes of commerce to the citizens 
of the United States. 

Also this provision confers perpetual navigation rights upon the citizens of 
the United States for the purposes of commerce eastward in the St. Lawrence 
River from the point where the river enters Canadian territory to the sea. 

The Public Power & Water Corp. will construct a toll-free seaway for the 
privilege to construct and operate a hydroelectric power project for the interest 
of all the American people, the energy developed by water of the International 
Rapids section of the St. Lawrence River. 

The low cost of hydroelectric power to be wholesaled on the bus bar without 
discrimination or monopoly, allocation of power as follows: 

(1) Alloeation of hydroelectric energy to farmers; (2) to cooperative users of 
electric energy; (3) publicly owned systems, to New York State, New England 
States, New Jersey, and Pennsylvania; the electric power to be wholesaled on the 
bus bar for 4-5 mills per kilowatt-hour. 

The balance of energy will be sold to privately operated electric power com- 
panies. 

The Public Power & Water Corp. is a taxpaying enterprise. 


EXCHANGE OF LETTERS REGARDING CONSTRUCTION PLANS FOR THE ST. LAWRENCE 
SEAWAY 


UNITED STates EMBASSY, 
Ottawa, Canada, February 21, 1955. 
The Honorable L. B. PEARSON, 
Secretary of State for External A fiairs, 
Ottawa. 

Dear Mr. Pearson: I refer to conversations which were held recently between 
yourself, Mr. Hove, and Ambassador Heeney and, on our side, Mr. Wilson, Mr. 
Anderson, and myself, on our respective plans for St. Lawrence seaway con- 
struction. 

In the light of these conversations, and of the exchange of notes of August 1954, 
we understand that the Canadian Government under present conditions will not 
construct navigation facilities which bypass the power dams in the Cornwall- 
Barnhart Island areas. It is further understood that while the Canadian Govern- 
ment intends to acquire land now in that vicinity to provide such facilities at 
some future date, such construction will not be initiated until after discussion 
between the two Governments. 

The United States Government had, as you know, a statutory obligation under 
Public Law 358, 838d Congress, to construct facilities for 27-foot navigation in the 
vicinitv of Point Rockway, N. Y.. opposite Iroquois, Ontario. However, since the 
Canadian Government has awarded a contract for construction of facilities for 
27-foot navigation at Iroquois, we will seek congressional action at an appro- 
priate time to be relieved of this statutory obligation for such construction and, 
thereafter, will not initiate such construction until after discussions beween the 
2 Governments. 

Under these arrangements the Canadian canal and lock at Iroquois will be the 
exclusive means for navigation to bypass the power project control dam at that 
point. Similarly, the Long Sault Canal, with two locks near Massena, N. Y., to be 
constructed by the United States, will be the exclusive means for navigation to 
bypass the dams in the Cornwall-Barnhart Island area 
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These arrangements eliminate uneconomical duplication of navigation facili- 
ties for 27-foot or lesser draft on opposite sides of the St. Lawrence River to 
bypass the power and control dams in the International Rapids section and retain 
the development on a joint basis of this common undertaking of our 2 coun- 
tries, consistent with the principles of St. Lawrence seaway legislation of both 
countries. 

I would appreciate your confirming that this letter represents the views ex- 
pressed in our meetings. 
Respectfully yours, 

R. Dovetas Stuart. 


THe SECRETARY OF STATE FOR EXTERNAL AFFAIRS, CANADA, 
Ottawa, February 22, 1955. 
His Excelienev R. DouGias STUART, 
4mbassador of the United States of America, 
Ottawa. 


My PDrar AMBASSADOR: In reply to your letter of February 21, 1955, on our 
respective plans for the construction of the St. Lawrence seaway, I wish to con- 
firm that vour letter represents the views expressed in our meetings. 

Yours sincerely, 
L. B. PEARSON. 


The Canadian Government, on February 3, 1955, a bid was accepted by the 
St. Lawrence Authority, Ottawa, for construction of a canal and one lock at 
Lroquois. Ontario, 27-foot navigation channel estimated cost is $6,400,000. 

Mr. Chairman, if you please, the Troquois lock and channel at the cost of 
$6,400,000 will control the United States covereignty and American free com- 
merce, and the Nnited States national defense, by the Canadian, a socialistic form 
of government. 

On March 25, 1955, a press release (AP) from Washington, D. C.: “Canada 
and the United States began today a study of tolls to be charged after the 
St. Lawrence seaway is opened to shipping in the spring of 1955. Of the two 
Government announced the appointment of committees to explore the subject. 
The waterway charges will be used to pay the cost of the navigational facilities 
in the $285 million project.” 

On May 13, 1954, the Congress of the United States under Public Law 358, 
83d Congress, 2nd session (68 Stat. 92, 93), the Congress authorized under this 
bill the Treasury of the United States to purchase the bonds and stock from the 
St. Lawrence Seaway Corp., a Government corporation. The authorization of 
nongarranty bonds and stocks of $105 million. 

If the Congress of the United States recinds the Public Law 358, 83d Congress, 
Canada will have full control of the United States free commerce at a cost of 
$*%.400,000 and will charge tolls on American commerce on a projected rate of 
$285 million. 

Mr. Chairman, if you please, T will give two names to your committee to be 
subnenaed of two Cabinet members who are fully responsible for secret dealings 
with a foreign Government without knowledge and consent of the Congress of 
the United States. 

Mr. Chairman, we respectfully recuest the House of Representatives to make a 
full investigation on Mr. Thomas FEF. Dewey, former Governor of the State of 
New York. Mr. Dewey made secret deals with Canada without knowledge or 
consent of the Congress of the United States. 

Mr. Dewey also bribed official of the Federal Power Commission in order to 
secure a license for the New York State Power Authority on the St. Lawrence 
River. Mr. Dewey is fully responsible for secret dealings with canada and 
particulars * * * an unofficial President of the United States. 


CERTIFIED RESOLUTION ADOPTED BY THE BOARD OF DIRECTORS OF PUBLIC POWER 
AND WATER CORP., JUNE 14, 1955 


I, Robert O. White, seeretary of the Public Power and Water Corp., organized 
and existing under the laws of the State of New Jersey, do hereby certify that 
at a meeting of the board of directors of said corporation, duly convened and 
held in accordance with the laws and the bylaws of the corporation on the 14th 
day of June, 1955, at the office of the corporation, 201 William Street, Trenton. 
N. J., the following resolution was duly adopted : 
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“Whereas the Public Power and Water Corp., was requested to appear or sub- 
mit this brief before the honorable House of Representatives, Committee on 
Public Works, for the information of the Congress of the United States, in refer- 
ence of a monopoly on the toll-free St. Lawrence Seaway, and also, a monopoly 
on the hydroelectric power by New York State. 

“Resolved, That the House of Representatives, of the United States is hereby 
requested to cancel and annul the license issued by the Federal Power Commis- 
sion, on project No. 2000 issued to the New York State Power Authority, on 
the St. Lawrence River for hydroelectric power only. Until such a time to give 
a full opportunity to the House of Representatives to make the proper investi- 
gation in this entire matter, and to consider new legislation for the best interest 
of the United States, a toll-free seaway with no cost to the taxpayers of America, 
and low-cost hydroelectric power to be given preference to the farmers, and 
working people to the following States: New York, New Jersey, New England 
States, and Pennsylvania, the cost of power not to exceed 4-5 mills per kilowatt- 
hour: It is further 

“Resolved, That Public Power & Water Corp., will construct a toll-free 30-foot 
navigation channel, 37 miles long with 3 locks, on the United States side of the 
boundary in the International Rapids section of the St. Lawrence River, to be 
controlled by the United States. 

“Whereas, the Public Power & Water Corp., respectfully request that the 
House of Representatives, the Committee on Public Works restrain the Secretary 
of the Treasury of the United States from dispersing any money whatsoever 
designated for Public Law 358, 83d. Congress, 2d. session, until such a time that 
the House of Representatives make a fuil investigation and a complete informa- 
tion receive pertaining to the St. Lawrence Seaway and hydroelectric power 
project. 

In witness whereof, I have hereto set my hand and the official seal of the 
corporation, on this 14th day of June 1955. 

Respectfully submitted. 

PUBLIC POWER AND WATER Corp. 
H. A. SPALINSK, President. 
Attest: 
[SEAL] Rozert O. WHITE. 


STATEMENT OF JACK CURRAN, VICE PRESIDENT, OIL, CHEMICAL & ATOMIC WORKERS 
INTERNATIONAL UNION, CIO, IN BEHALF OF NATIONAL CIO ON PENDING NIAGARA 
POWER LEGISLATION 


The CIO reaffirms its support for public redevelopment of Niagara Falls power 
under legislation which will assure that maximum benefits from this great under- 
taking will flow to the largest numbers of people. 

We reject the pleas of self-seeking private power monopolists who come before 
the Congress pleading that it is the “American Way” to let the fruits of this 
great national resource be plucked by the private power trust. We unmask these 
self-appointed, “taxpaying” defenders of our competitive free enterprise system 
as subsidized monopolists fattening on certificates of necessity for rapid tax 
amortization, which a committee of the Congress has aptly described as “the big- 
gest bonanza to come down the Government pike.” We ignore the propaganda- 
fed stream of crocodile tears from perhaps well-meaning but certainly ill- 
informed persons and groups, who have been led to believe that the best interests 
of the American people can only be served at Niagara by laying down one of the 
great wonders of our continent on the altar of private utility greed. 

We remember with sorrow how legislation to authorize private exploitation of 
this great national landmark was approved 2 years ago by the House of Repre- 
sentatives, and we remind the committee that Purcell L. Smith, the high-paid 
head of the private power companies’ Washington lobby, later told a newspaper 
reporter that the House had passed “our bill.” We recall, too, that last Decem- 
ber an official of one of the New York power companies (and a leader in Mr. 
Smith’s organization) was quoted in the press as stating that “we plan to rein- 
troduce the bills as soon as Congress reconvenes.” [Emphasis supplied. ] 

We view the issue of redevelopment of Niagara power from three separate yet 
interrelated approaches. First, the CIO is the spokesman for industrial wage 
earners concerned with the economic welfare of the important area involved in 
this project. CIO also speaks for millions of electric consumers who could be 
benefited by this great project. And, too, as a national organization with member- 
ship throughout the Nation, we must consider this problem as it affects the wel- 
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fare of the United States. Each of these approaches leads to the same answer ; 
Niagara Falls power redevelopment should produce a vast new block of power 
at the lowest possible cost with its electric energy output marketed in a manner 
that will not only pass the direct benefits of this low-cost power directly to the 
consumers but also have the maximum effect in reducing power costs generally 
in the region. Low-cost public power from Niagara Falls marketed under the 
traditional American water power policies can bring great benefits to CIO mem- 
bers dependent upon the economic health of the area, to CIO members as 
electric consumers, and to CIO members as Americans concerned with our 
national welfare and security. 

Public redevelopment of Niagara Falls power can assure low rates, but as the 
Jongress has long recognized, public construction of hydroelectric projects does 
not in itself assure that the maximum henefits will be enjoyed by electric con- 
sumers. For this reason Congress since 1906, has consistently provided that the 
output of public power projects which it authorizes shall be marketed with a 
priority to consumer-owned electric utilities—local public power systems and 
rural electric cooperatives. Resolution No. 23, adopted at the 16th CIO consti- 
tutional convention in Los Angeles December 9, 1954, states in part, “The so- 
called preference clause is really an equality clause which enables small and ill- 
financed groups of consumers and isolated municipalities to provide electric 
current for themselves at decent rates by cutting through the bottlenecks in the 
privately owned electric power systems.” 

The success of the preference clause as a matter of public policy is measured 
not only in the low rates enjoyed by electric consumers served by public and 
cooperative electric systems in areas blessed with extensive hydroelectric de- 
velopments but also in the low rates paid by customers of private power com- 
panies serving in the same regions. And we hasten to add that those private 
power companies most stimulated by this “yardstick” competition have grown 
more prosperous in spite of themselves. 

We recognize that the legislation before the committee contemplates public 
development by the Power Authority of the State of New York rather than 
the Federal Government. At the same time, we believe that the relatively high 
rates in the Northeast are a compelling reason for insisting that the traditional 
preference clause be included in any legislation authorizing redevelopment of 
Niagara power. Certain witnesses have intimated that Congress should con- 
fine its consideration of the power marketing problem to those policies which 
the Power Authority desires. We do not agree. Congress must consider the 
project from the standpoint of the national interest, and its best guide in power 
marketing is the traditional preference to consumer-owned electric systems. 

Certainly Congress should not consider permitting State development of this 
international boundary site under terms any less calculated to benefit the public 
than if the Federal Government itself were to build the project. 

Another lesson from Federal power history which should be applied to this 
legislation is the necessity for implementing the preference clause with author- 
ity to construct transmission lines. The generally small municipal, co-op and 
similar systems are not in most cases able to build the lines necessary to get 
the power from hydroelectric projects. Even though capacity may be available 
on private power company lines to wheel the power to these preference cus- 
tomers, advantageous wheeling contracts are unlikely unless the authority exists 
to construct transmission lines. Full authority to construct transmission lines 
to carry out the traditional preference policy in marketing power should be pro- 
vided in legislation for Niagara redevelopment. This will be as necessary for 
the Power Authority as it has proved to be for Federal power agencies. 

The Oil, Chemical and Atomic Workers International Union, CIO of which I 
am a vice president, has a particular interest in the reduction of power costs 
in New York State. Our members are employed in, among others, two of the 
Nation’s principal power consuming industries, atomic energy and chemicals. I 
am sure the committee is familiar with the role of TVA and Bonneville Power 
Administration power in the development of the atomic energy program, but I 
wonder if it is also aware of the ever growing power requirements of the chemi- 
eal industry. Let me cite as an example of how abundant, low-cost electric 
energy holds the key to future expansion of the production of one important 
metal, titanium. 

Titanium is the new wonder metal which is of such vital imnortance to the 
Nation’s jet airplane program. Secretary Talbott of the Air Force has said, 
“T believe we should take steps immediately to increase the sunnly of titanium 
to fill the need fuliv, both for the militarv and for industry. Every assistance 
should be given to all potential producers of this metal.” 
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There are three important requirements in the production of titanium metal. 
First, there is, of course, the ore, ilmenite. Each pound of titanium also re- 
quires about 5 pounds of chlorine in the production process. And finally, there 
is electric energy, about 20 kilowatt-hours of electric energy are required for 
each pound of titanium, nearly twice as much electricity as is used to produce 
each pound of the more familiar aluminum. 

We are not calling this matter to the attention of Congress merely to pub- 
licize titanium or even to illustrate the general importance of low-cost electric 
energy to industry. The President’s Material Policy Commission—the Paley 
Commission—reported that New York State is among the four locations in this 
country listed as sources of the titanium ore, ilmenite. In addition, the Niagara 
Falls area has the chlorine production vital to processing the ore for titanium 
All that is needed for economic production of this new metal which could make 
important contributions to our civilian living standard, as well as playing an 
essential role in national defense is low-cost electric power. 

Low-cost Niagara power marketed under terms which will provide the greatest 
stimulus ‘to reducing the region’s generally high power costs can benefit not 
only the domestic consumers of the area but also promote industrial welfare 
and make important contributions to our national security. 

We oppose H. R. 142, H. R. 420, and all similar bills which would give over 
to private monopolists for high-cost power development the greatest natural 
resource of a region desperately in need of low-cost power. Nor do we believe 
that Congress should longer postpone its decision on the vital issues of ownership 
and operation of Niagara Falls power redevelopment as is proposed in H. R. 5377. 

Although there are many similarities between H. R. 5706 and H. R. 5878, we 
disapprove of the vital power marketing provisions of H. R. 5706 which ap- 
pear to leave too largely to the discretion of the power authority of the State 
of New York the vital question of how the great potential benefits of this project 
shall be brought to the people. 

We endorse H. R. 5878 by Representative Davidson—and its companion bill, 
S. 1823 by Senator Lehman—as providing public redevelopment of Niagara Falls 
power under provisions which will bring the greatest economic benefits to CIO 


members as industrial workers and electric consumers and to the welfare and 
security of our Nation. 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, 


Washington 6, D. C., June 30, 1955. 
Hon. CHARLES A. BUCKLEY, 


House Office Building, Washington 25, D.C. 


DEAR CONGRESSMAN: When I testified on June 1, 1955, before the House 
Public Works Committee on the bills for redevelopment of Niagara Falls power, 
I referred to the spite-line activities of the commercial power companies in the 
State of New York. During the questioning following the presentation of my 
prepared statement, Representative Schwengel asked me to furnish additional 
information concerning the spite-line activities of these power companies. I 
contacted the New York rural electric systems, and attached you will find 
photostats of their replies. Two of the rural electric systems, Steuben Rural 
Electric Cooperative and the Oneida-Madison Electric Cooperative, furnished us 
with maps showing the exact location of the spite lines in their areas. These 
maps are too large for use to duplicate. If you desire to see them, I certainly 
will be pleased to furnish them. 

Sincerely, 


Roserr I. Kaspar, 
Legislative and Management Assistant. 


STEUBEN RURAL ELECTRIC CooPERATIVE, INC., 


Bath, N. Y., June 15, 1955. 
Mr. Rosert I. Kapat, 


Legislative and Management Assistant, 
National Rural Electric Cooperative Association, 
Washington 6, D. C. 
My Dear Mr Kapat: We are furnishing a key map of our service area in 
Steuben County, State of New York. 
Delineated in red are proposed lines which we were unable to build due to the 
fact that a private utility did build. 
































































324 NIAGARA POWER DEVELOPMENT 








Our records show that more than 1,000 rural folk, in the indicated area, have 
given us rights-of-way, signed membership applications for membership in our 
coperative and paid membership fees. 
Despite knowledge of the above facts the private utility did build the lines. 
Very truly yours, 
Gorpon M. Marceson, Manager. 


ONEIDA-MADISON ELECTRIC COOPERATIVE, INC., 
Bouckville, N. Y., June 15, 1955. 
Mr. Roszert I. Kapat, 
National Rural Electric Cooperative Association, 
Washington 6, D. C. 

Deak Mr. KasatT: Pursuant to your telephone conversation on June 14, 1955, 
the information requested for you is as follows: 

During the preallotment study the potential cooperative area, approximately 
1,250 members were shown on the preallotment maps. To date 553 members 
have been connected. The difference in potentials and actual members con- 
nected was brought about by the following reasons: 

1. Franchises were denied in towns of Vernon and Stockbridge, with the 
cooperative unable to build to its potential customers indicated in preallotment 
study. 

2. By an agreement, areas were released to the cooperative for building to its 
potential members, for a consideration of a preallotment territory released to the 
New York Electric & Gas Co. Despite this agreement, the power company built 
to this area released to cooperative without authorization, that is, area released 
by cooperative to New York State Gas & Electric was town of Augusta while 
the power company released road of approximately 7 miles between Solsville 
and Knoxboro, N. Y. Soon after, the power company completed a line along the 
Knoxboro-Solsville road, thus nullifying this agreement with the cooperative. 
There were other areas in which this happened, although the above example was 
the most outstanding. 

3. Other unserved areas were lost to the cooperative after the cooperative’s 
preallotment plans were made known by our signup of potential members. These 
areas probably would have remained unserved by any other source of electric 
power if this preallotment work was not carried by the coperative. 

We are sending you four detailed maps and a blueprint key map to illustrate 
the loss of potential members to New York power companies. Please return these 
maps to the cooperative office in Bouckville, N. Y. 

It is hoped that this information will cover your request of June 14. 

Ray A. Topp, 

President of the Board. 

BLAINE STOCKTON, 
Manager of the Cooperative. 


OrsEeGo ELEcTRIC COOPERATIVE, INC., 
Hartwick, N. Y., June 17, 1955. 
NATIONAL ELECTRIC COOPERATIVE ASSOCIATION, 
Washington, D. C. 
(Attention Mr. Robert Kabat.) 

Dear Bos: Sorry this is delayed. I had to contact Harry Bilderbeck for in- 
formation on this matter since he had the actual experiences on it. 

The power company’s spite lines were for the most part short extensions from 
their regular distribution system where they could quickly pick up potential 
members without great expense. However there were at least 3 instances where 
lines 8 to 17 miles long were built, sometimes paralleling, or jumping to get there 
first. 

We have no accurate way now of determining the exact mileage of line we lost 
or the number of members. In miles of line I estimate not less than 60 nor more 
than 100 were lost. Memberwise, we lost between 130 and 200 potential con- 
sumers due to spite-line building. 

The above figures are based on actual spite-line construction. Because the 
cooperative was building lines, the power company greatly increased its absorp- 
tion in rural areas hereabouts. Actually, had the power company taken rural 
loads at no faster a pace than before, the cooperative could have had as many 
1,500 to 2,000 more members than now. 
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Find enclosed a list of members who were involved in the spite-line fights. 
They refused to go on the power company lines because of its atiitude previous 
to the organization of the cooperative. 

Very truly yours, 
ARTHUR JAMIESON, Manager 


JUNE 27, 1955. 
House PusBLic WorKS COMMITTEE, 
House Office Building, Washington, D.C. 
(Attention Chairman.) 


GENTLEMEN : I have read with interest many of the arguments as to whether 
the Niagara power development should be in the hands of the Government or 
private industry. 

In the province of Ontario, Canada, the electric power is controlled by a Gov- 
ernment commission and is completely self-supporting, no money from taxes being 
used in its operation or development. A compariscen of the cost of electricity 
in Toronto and Binghamton, N. Y. proves very interesting. 

The following data eminates from a member of the faculty of Harper College, 
Endicott, N. Y. I am quoting this gentleman from a letter which he wrote to 
the Binghamton Press on March 30, 1952. He says: 

“A recent bill for $14.57 received from the New York State Electric & Gas 
Corp. breaks down as follows: 


Oe cineca panties tine feabiaiaaiahpstnboecle 
Se ee ie tie atten dane nan ae ae 
ee dit inch ete apasvet heetpronsniidnien mbidigina 1. 60 
a oa a acre rsh chin ce chtiniiece ws men cccien ian 


— 


580 kilowatt-hours___.._ _~- wc tags here AR att Dd sncpeseciad Reilisiat et 14. 57 


“The same number of kilowatt-hours in Toronto would cost $6.84 which breaks 
down as follows: 


ce | Rf eee ee ree See la a alc atik bice cg 
I a a entnpsheemerereieds 4.14 
Nae en el . 6.84 


“These figures show that Government operation can be cheap the consumer 

It will be argued that Ontario has much more available hydroelectric power. 
But in the neighboring province of Quebec, which has even more available hydro- 
electric power which is controlled by private industry, it is significant that the 
electric rates are double those in Ontario. 

“It will be argued that the commission in Ontario does not pay taxes and that 
the taxpayers must, therefore, pay higher taxes on their commodities to make 
up for this. But the New York State Electric & Gas Corp. does not pay over 
50 percent of its income in taxes I am sure. 

“It will be argued that living standards in Canada are lower than in the 
United States. Recent statistics show that standards are as high or higher than 
here.” 

The Binghamton Press attached a footnote to Mr. Waldock’s letter stating: 

“EpiTor’s Nore.—The annual report of the New York State Electric & Gas 
Corp. shows that 16,08 percent of the company’s total income went for taxes.” 

I, too, agree with Mr. Waldock and believe that Niagara should be developed 
by the Government for greater use at lower cost for the people of this State and 
country. I sincerely urge and hope that the Public Works Committee arrives 
at the same conclusion. 

Very truly yours, 
GrorGe C. MARCLEY 


NIAGARA MoH AWK POWER CorpP., 
Syracuse 2, N. Y., July 22, 1955. 
Mr. CHARLES G. TIERNEY, 
Chief Clerk, House Public Works Committee, 
House Office Building, Washington, D. CO. 
DeaR Mr. TIERNEY: At the hearing on June 9, 1955, concerning proposed legis- 
lation for the Niagara power project, I was requested to furnish for the record 
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the amount of tax amortization received by the five New York electric companies 
since 1950. 

Since January 1, 1950, the 5 companies have expended for construction in 
excess of $1,080 million. Of this amount, construction costing approximately 
$119 million has been certified as attributable to purposes of the national defense 
by the Defense Production Administration or by the Office of Defense Mobiliza- 
tion under their expansion goals. 

In the aggregate, therefore, approximately 10 percent of our total construc- 
tion cost during this expansion period has been certified as available for acceler- 
ated amortization for tax purposes. 

The record should be clear that, first, these provisions of the law have not been 
applicable exclusively to the electric power industry, but have been available 
to all industry contributing to the national defense, Secondly, accelerated amor- 
tization for tax purposes does not constitute a waiver of taxes or tax subsidy. 
It provides only for postponement of payment for a relatively brief period during 
which the financial requirements of those contributing to the national defense 
are heaviest. 

Very truly yours, 
EARLE J. MAacHorp, President. 


Mr. Buarnix. There being none, the committee is adjourned until 
further call of the Chair. 
(Whereupon, at 5 p. m. the hearing was adjourned until further call 


of the Chair.) 
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